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FOREWORD 

It  is  clearly  evident  that  in  the  midst  of  our  Nation's  great  wealth  and  techno- 
logical advances  a  great  many  of  our  citizens  live  in  poverty.  Attempts  to  erad- 
icate pockets  of  poverty  in  our  urban  centers  and  rural  communities  have  pro- 
ven intractable.  For  such  neighborhoods  and  communities  with  few  economic 
assets,  development  requires  substantial  resources  to  address  a  broad  range  of 
inter-related  needs:  the  creation  of  jobs  with  a  potential  for  upward  mobility, 
attraction  of  capital  for  business  development^  attraction  of  long-term  invest- 
ment for  land  acquisition  and  development,  manpower  training,  and  vocation- 
al educational  funds. 

Local  government's  attempts  at  addressing  the  complex  socio-economic  prob- 
lems of  pockets  of  poverty  often  have  been  overshadowed  by  the  general  de- 
cline of  the  central  city's  tax  base  to  suburban  areas.  As  a  matter  of  fact,  the 
President's  National  Urban  Policy  Report,  August  1978,  offered  the  following 
as  some  of  the  reasons  why  our  urban  areas  are  in  trouble: 

•  In  most  central  cities,  the  private  sector  economic  base  has  declined  or 
stagnated.  Minority  youth  unemployment  remains  more  than  30%. 

•  The  central  cities  are  losing  population,  leaving  behind  the  poor  and 
dependent.  Approximately  34  percent  of  all  central  city  families  now 
depend  on  some  form  of  public  assistance  (page  36). 
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Because  of  fiscal  pressure,  states  and  localities  have  reduced  expenditures 
for  maintenance  of  public  facilities.  This  deteriorating  infrastructure  has 
contributed  to  the  private  sector  economic  decline  and  population  migra- 
tion. 

The  cities  are  becoming  areas  where  minorities  concentrate  due  to  lack 
of  access  to  opportunity. 


These  problems  of  urban  decay,  loss  of  population  and  jobs  and  the  mounting 
cost  of  public  services  threaten  the  economic  vitality  of  our  cities.  Because  the 
complexity  and  diversity  of  urban  problems  escape  any  one  implementable 
solution,  city  government  alone  cannot  rebuild  the  neighborhoods  of  our 
cities.  Given  these  realities,  it  is  imperative  that  as  many  successful  models  of 
implementation  as  possible  be  identified  and  utilized  at  the  local  level.  This  is 
especially  true  in  dealing  with  severely  deteriorated  neighborhoods  and  pockets 
of  poverty. 

Experience  over  the  past  fifteen  years  has  shown  that  many  of  the  most  crea- 
tive and  successful  approaches  to  neighborhood  revitalization  and  stabilization 
have  come  from  neighborhood  residents  themselves.  In  case  after  case,  neigh- 
borhood residents  have  come  together,  formed  organizations  and  partnerships 
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of  various  types  and  confronted  their  problems  collectively.  They  have 
demonstrated  a  capability  to  integrate  and  coordinate  public  and  private  re- 
sources into  comprehensive  strategies  to  deal  with  local  issues.  Accountability 
to  local  residents  and  their  closeness  to  the  particular  needs  of  the  community 
has  created  pressures  for  these  community-based  organizations  to  maintain  a 
high  level  of  performance. 

Although  these  examples  have  been  isolated  and  local  in  character;  and,  while 
neighborhood  spokesmen  recognize  the  need  for  organizations  to  move  be- 
yond confrontation  into  collaborative  relationships  with  local  government, 
the  state-of-the-art  is  limited.  Nevertheless,  we  cannot  ignore  situations  where 
community  residents  organize  themselves  to  improve  their  economic  condi- 
tion through  a  process  of  community-based  economic  development. 

There  is  a  tremendous  need  for  building  the  capacity  of  community-based 
economic  development  organizations  to  participate  and  implement  economic 
development  solutions  which  directly  impact  their  neighborhoods.  Convers- 
ely, there  is  a  need  to  strengthen  the  institutional  capacity  of  state  and  local 
government  to  understand  the  role  of  community-based  economic  develop- 
ment as  part  of  a  city-wide  economic  development  strategy  which  addresses 
urban  decay.  By  maximizing  and  leveraging  the  resources  of  community  res- 
idents with  those  of  local  government,  lasting  partnerships  can  be  created  with 
the  private  sector  to  address  the  needs  of  severely  deteriorated  neighborhoods 
and  pockets  of  poverty. 

It  is  precisely  these  needs  for  capacity  building  at  the  neighborhood  level,  and 
for  understanding  at  all  levels  of  government  for  community  economic  de- 
velopment, which  have  brought  together  five  federal  agencies  (Economic 
Development  Administration, EDA;  Community  Services  Administration, CSA; 
Department  of  Housing  and  Urban  Development  (HUD);  Office  of  Minority 
Business  Enterprise  (OMBE);  and  U.S.  Travel  Service,  to  commission 
this  Handbook.  A  Technical  Advisory  Committee  was  formed  to  ensure  that 
the  collective  experience  of  these  agencies  be  reflected  in  the  development  of 
the  Handbook.  While  the  success  of  this  effort  is  yet  to  be  determined,  this 
inter-agency  project  represents  a  commitment  to  jointly  address  the  economic 
problems  of  poor  communities. 

East  Los  Angeles,  California 
February,  1979 

Celestino  M.  Beltran 
President,  CRG 
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PREFACE 


Community  economic  development  is  a  relatively  recent  phenomenon.  Al- 
though there  has  been  a  long  history  of  communities  banding  together  to  im- 
plement projects  generally  related  to  economic  development,  the  appearance 
of  a  non-profit  legal  entity  devoted  to  community  economic  development 
gained  acceptance  by  the  government  with  the  passage  of  Title  I-D  of  the 
Economic  Opportunity  Act  of  1964  as  amended.  It  is  important  to  distinguish 
between  community  organizations  involved  in  providing  social  services  and 
those  that  have  explicitly  recognized  community  economic  development  as 
their  primary  goal.  This  latter  group  is  referred  to  in  this  Handbook  as  a  Com- 
munity Development  Organization  (CDO),  and  represents  the  primary  reader. 

Community  based  economic  development  concentrates  on  the  development 
of  neighborhood  community  institutions  which  can  enable  minority  and 
white  low-income  groups  to  pool  their  resources  and  talents  to  create  jobs, 
income,  and  managerial  and  ownership  opportunities  for  themselves.  It  is  an 
attempt  to  use  business  methods  and  organization  to  provide  economic  and 
social  benefits  to  severly  distressed  neighborhoods  and  pockets  of  poverty. 
Community-based  economic  development  derives  from  a  central  organizing 
principle  that  community  control  of  the  redevelopment  process  will  be  more 
effective  in  directing  the  benefits  of  the  process  to  neighborhood  residents. 
From  this  principal  of  community  accountability,  the  overall  objectives  of 
this  institutional  model  include: 

•  The  development  of  business  and  economic  institutions  which  increase 
the  income  of  community  residents. 

•  Provision  of  more  and  better  employment  opportunities  both  inside 
and  outside  the  community. 

•  Participation  in  the  ownership  and  management  of  such  firms  and  in- 
stitutions by  the  residents  of  communities  in  which  they  are  located. 

•  The  development  of  more  skilled  human  and  technical  resources  than 
are  presently  available  in  such  communities. 

•  The  development  of  economic,  social,  and  political  institutions  which 
the  community  can  view  with  pride  and  which  will  be  responsive  to  its 
collective  wishes. 


Given  the  relatively  short  history  of  institutionalized  community  economic 
development,  and  the  vast  diversity  within  it,  both  in  terms  of  the  environ- 
ment within  which  it  takes  place  and  the  goals  of  the  organization,  it  was  dif- 
ficult to  determine  what  the  contents  of  a  Handbook  such  as  this  ought  to  be 
and  how  they  ought  to  be  organized.  The  experience  in  economic  develop- 
ment of  The  East  Los  Angeles  Community  Union  (TELACU),  the  parent  of 
Community  Research  Group  (CRG),  was  considered  insufficient.  Therefore, 
six  CDOs  were  visited  (names  noted  in  Acknowledgments)  across  the  country. 
From  these  visits  and  informal  contacts  with  other  CDOs  and  the  Technical 
Advisory  Committee,  it  became  apparent  that  there  are  four  types  of  CDOs 
with  three  needs  relevant  to  the  Handbook. 


CDO  TYPES 

1.  Newly  formed  community  groups  with  an  interest  in  economic  de- 
velopment. 

2.  Established  community  groups  with  experience  in  social  services 
but  now  shifting  focus  to  economic  development. 

3.  CDOs  with  experience  in  community  economic  development,  but 
experiencing  severe  problems. 

4.  Well-established  large  CDOs. 

While  each  of  these  CDO  categories  shows  a  different  emphasis  on  what  they 
require  from  this  handbook,  these  needs  can  be  categorized  as: 


CDO  NEEDS  FROM  THIS  HANDBOOK 

1.  The  need  for  assistance  in  planning  and  implementation  of  econom- 
ic development. 

2.  A  survey  of  technical  subjects  necessary  to  plan  for  and  implement 
economic  development  at  the  community  level. 

3.  A  compilation  of  important  terminology  used  in  economic  develop- 
ment and  a  summary  of  major  programs  relevant  to  community 
economic  development. 

It  became  apparent  that  to  satisfy  all  CDO  needs  the  Handbook  would  be- 
come unacceptably  long.  Thus  after  at  times  agonizing  efforts,  the  decision 
was  made  to  organize  the  Handbook  into  three  parts  with  two  Appendices. 

THE  ORGANIZATION  OF  THE  HANDBOOK 

Part  1,  Background  on  Community  Economic  Development,  has  a  twofold 
purpose.  The  first  is  to  answer  questions  such  as  what  is  community  economic 
development  and  how  does  it  differ  from  other  forms  of  sub-national  econom- 


VI 


<• 


ic  development?  The  second  is  to  provide  the  minimum  technical  information 
on  the  workings  of  an  economy  and  the  evolution  of  community  groups  from 
single  issue  informal  organizations  in  confrontation  with  local  government  to 
multiple-goal  formal  organizations  working  with  the  public  and  private  sectors 
of  the  economy. 

Part  2,  The  Development  Process,  the  heart  of  the  Handbook  is  organized  into 
five  chapters,  it  takes  a  hypothetical  CDO  through  the  main  steps  of  the  devel- 
opment process,  from  assessing  community  needs,  organizing  an  investment 
strategy,  implementing  a  project  to  evaluating  the  total  effort. 

While  each  of  these  steps  is  covered  as  individual  chapters  organized  in  a  logic- 
al sequence  it  is  fully  recognized  that  in  reality  one  may  not  have  the  luxury 
of  proceeding  in  this  manner.  At  any  given  time  a  CDO  might  be  reevaluating 
its  goals,  packaging  a  project,  and  having  a  hard  time  staying  in  operation. 

Figure  P.l  presents  a  bird's  eye  view  of  the  process  and  the  logical  relation- 
ships between  the  chapters.  The  contents  of  the  five  chapters  include: 

Chapter  1  —  Initial  assessment  assumes  that  before  economic  develop- 
ment can  begin,  a  CDO  will  want  to  know  about  important  issues  in  the 
community,  the  state  of  the  organization,  and  understand  the  state  of 
the  larger  regional  economy  and  political  attitudes  toward  community 
economic  development.  It  ends  with  a  worksheet  to  aid  the  CDO  in 
posing  the  right  questions  —  such  as,  why  is  our  community  not  partici- 
pating in  the  prosperity  of  the  region?  —  and  categorizing  the  appropri- 
ate responses. 

Chapter  II  —  Investment  Strategy  takes  the  worksheet  of  the  previous 
chapter  as  a  data  base  for  understanding  community  goals,  and  uses  it 
to  assist  in  formulating  organizational  goals  and  economic  development 
strategies.  The  chapter  concludes  with  methods  for  identifying  and  se- 
lecting projects. 

Chapter  III  —  Individual  Project  Planning  and  Packaging  shifts  to  one 
representative  project  picked  by  the  CDO  under  its  investment  strategy 
and  examines  the  steps  necessary  in  preparing  the  project  plan,  writing 
the  project  proposal,  and  preparing  business  plans.  This  distinction  be- 
tween project  proposals  and  business  plans  is  based  on  the  assumption 
that  a  CDO  works  with  both  the  public  and  private  sectors  and  that 
each  have  separate  needs. 

Chapter  IV  —  Implementation  considers  organizing,  staffing  and  direct- 
ing projects.  It  ends  with  a  section  on  monitoring  project  performance. 

Chapter  V  —  Evaluating  the  Development  Process  identifies  important 
issues  in  evaluating  CDO  performance  before  turning  to  measuring  the 
economic  impact  on  the  community. 
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To  keep  Part  2  of  manageable  length,  important  supporting  material  has  been 
left  out.  Management  and  organization  of  the  CDO,  community  involvement, 
financing,  conducting  a  detailed  socio-economic  analysis  of  the  community, 
and  project  evaluation  are  of  critical  importance  to  any  economic  develop- 
ment effort.  However,  each  represents  an  expansive  topic  and  cannot  be 
covered  in  great  depth  in  this  Handbook. 

Part  3  covers  all  this  supporting  material  not  covered  in  Part  2,  in  independent 
survey  articles.  The  intent  is  to  convey  the  basics  with  a  bibliography  to  guide 
the  reader  to  other  sources.  In  all  cases  a  deliberate  effort  has  been  made  to 
emphasize  the  process  rather  than  provide  a  detailed  listing  of  all  possibilities. 

The  whole  Handbook  is  integrated  with  numerous  cross  references  between 
Part  2  and  Part  3.  Figure  P. 2  shows  how  Part  2  and  3  interrelate  with  one 
another. 

Throughout  the  Handbook  it  has  been  assumed  that  complex  technical  issues 
can  be  stated  in  plain  English.  When  technical  vocabulary  is  used  it  is  defined. 
There  are  cases,  however,  where  a  reader  might  find  technical  words  for  which 
he  or  she  may  wish  to  acquire  a  definition.  To  allow  for  this,  Appendix  A,  A 
Glossary  of  Technical  Terms  is  provided. 

Appendix  B  provides  the  key  Federal  economic  development  programs  that  a 
CDO  will  need  to  know  about  in  order  to  start  the  search  for  projects  and 
funding  sources.  Chapter  VIII  provides  a  general  process  for  finding  the  full 
range  of  possibilities. 

THE  FORMAT  OF  THE  HANDBOOK 

It  has  been  assumed  that  this  Hand  book  will  be  updated  from  time  to  time, 
either  because  ways  to  improve  its  contents  are  suggested  or  new  roads  to 
economic  development  have  been  identified.  For  these  reasons,  a  loose  leaf 
binding  has  been  selected  with  each  chapter  having  an  independent  numbering 
system.  In  addittion,  each  selection  of  the  chapter  starts  with  the  chapter 
number  so  altering  of  cross-references  can  be  minimized.  Thus  the  second  sec- 
tion of  Chapter  I,  Assessment  of  the  Organization  is  simply  referred  to  as  Sec- 
tion 1.2,  and  the  Assessment  of  Current  Status  within  Section  1.2  is  referred 
to  as  subsection  1.2  B. 

In  Part  2,  each  chapter  has  a  reference  diagram  to  show  where  it  stands  in 
relation  to  the  other  chapters  of  the  development  process.  In  Part  3,  the  spe- 
cific interaction  between  a  chapter  and  the  development  process  is  utilized  as 
a  reference  diagram.  Each  chapter  starts  with  a  summary  and  a  short  explana- 
tion of  how  it  can  be  useful  to  the  CDO. 

HOW  THE  HANDBOOK  IS  USEFUL 

As  indicated,  there  are  four  types  of  CDOs  that  represent  potential  clients  for 
this  Handbook.  While  it  can  be  usefel  to  all,  special  emphasis  has  been  placed 
on  the  needs  of  the  community  organization  which,  with  a  prior  record  of 
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providing  social  services,  is  now  moving  into  economic  development.  This 
type  of  CDO  should  find  all  aspects  of  this  Handbook  useful.  Even  more 
experienced  CDOs  will  find  chapters  such  as  I,  III,  VII,  and  IX  useful.  The 
checklists  and  ideas  presented  there  are  a  ready  source  for  improving  existing 
procedures. 

The  Handbook  has  also  been  designed  as  a  textbook  for  training  CDOs 
through  seminars.  Each  chapter  could  have  a  one  day  seminar  built  around  it 
with  other  material  providing  further  depth  and  case  studies. 

It  should  be  emphasized  that  this  Handbook  is  no  guarantee  of  success.  The 
ability  to  implement  successful  community  economic  development  is  depen- 
dent both  on  the  larger  environment  and  the  CDO's  own  enterprise  and  organ- 
ization. 
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PARTI 

BACKGROUND  ON  COMMUNITY 

ECONOMIC  DEVELOPMENT 

PART  SUMMARY 

This  Part  has  been  designed  to  provide  a  basic  technical  background  for  the 
rest  of  the  Handbook.  It  is  divided  into  three  sections: 

1.1  What  is  community  economic  development  and  how  does  it  differ 
from  other  forms  of  economic  development? 

1.2  A  brief  description  and  framework  of  the  community  economy  and 
issues  in  economic  development 

1.3  The  evolution  of  Community  Development  Organizations  (CDOs) 
over  time. 

While  CDOs  no  doubt  know  why  they  exist,  it  is  important  to  understand 
their  role  in  the  larger  socio-economic  system  and  the  advantages  and  disad- 
vantages this  provides  them.  In  particular  we  know  that  cities  and  regional 
bodies  also  attempt  to  implement  economic  development,  yet  what  is  differ- 
ent when  a  non-profit  community  group  tries  to  do  it? 

At  the  same  time,  before  a  CDO  can  attempt  to  plan  for  and  implement  com- 
munity economic  development  a  basic  knowledge  of  the  economy  is  essential. 
Even  when  this  knowledge  is  not  explicitly  utilized,  it  provides  useful  insights 
into  investment  decisions. 

The  last  section  of  this  part  considers  important  structural  changes  which 
occur  in  the  evolution  of  community  organizations  from  informal  confronta- 
tion community  groups  devoted  to  a  single  issue  to  formal  organizations  pur- 
suing multiple  goals  and  working  with  the  private  and  public  sector. 

1.1  WHAT  IS  COMMUNITY  ECONOMIC  DEVELOPMENT? 

Ideally  economic  development  should  be  related  and  measured  by  some  stan- 
dard of  quality  of  life.  Quality  of  life  then  would  not  only  include  the  ability 
to  buy  more  or  better  quality  material  goods  but  also  express  a  concern  for 
work  conditions,  health  and  the  allied  concern  for  environmental  degradation, 
and  perhaps  most  important  of  all,  the  ability  to  shape  one's  future. 

Dealing  with  these  concerns  is  so  difficult  both  conceptually  and  practically, 
that  we  often  fall  back  on  the  view  that  economic  development  means  to  pro- 
vide jobs  and  increase  the  ability  of  individuals  to  earn  more  income. 
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This  working  definition  of  economic  development  would  imply  that  almost 
everyone  should  be  for  it.  Consequently,  all  levels  of  government  attempt  to 
implement  economic  development  in  some  form.  But  what  is  different  about 
community  economic  development?  Three  conditions  have  to  be  met  for 
community  economic  development. 

1.  A  community  in  terms  of  a  geographic  area  and  some  or  all  the  residents 
in  it.  We  may,  for  example,  be  only  interested  in  the  low  income  resi- 
dents or  the  Samoan  minority  rather  than  everyone  living  there. 

2.  A  non-profit  corporation,  a  Community  Development  Organization 
(CDO),  with  the  explicit  goal  of  fostering  economic  development  within 
the  community.  This  corporation  works  with  both  the  public  and  private 
sector  to  invest  in  the  community  and  create  economic  development 
opportunities  besides  providing  human  services.  Often  these  development 
initiatives  involve  the  creation  of  new  for-profit  businesses  in  the  corn- 
unity. 

3.  Some  form  of  control  by  the  community.  Usually  this  control  is  ex- 
ercised through  a  board  of  directors  at  least  partially  selected-  from  the 
community. 

While  government  efforts  at  economic  development  have  the  same  objective  in 
terms  of  creating  jobs  and  increased  income,  they  only  differ  in  the  modes  of 
implementation.  An  implementation  process  that  takes  the  policy  mandates 
and  provides  a  mechanism  to  consolidate  public  and  private  resources  to 
create  jobs  and  income  for  community  needs. 

During  the  1960s  a  large  number  of  economic  development  programs  were 
attempted  by  the  federal  government  to  provide  jobs  and  income  for  pockets 
of  poverty  in  inner  city  areas.  As  the  President's  National  Urban  Policy 
Report  suggests,  these  programs  have  at  best  been  marginally  successful. 
Programs  that  relied  on  direct  transfer  payments  have  tended  to  be  far  more 
successful  in  reducing  poverty. 

While  it  is  not  easy  to  provide  ready  answers  to  the  problems  of  national 
policy  aimed  at  inner  city  poor  communities,  it  is  clear  that  at  least  two  con- 
ditions have  to  be  met  to  insure  success: 

•  A  set  of  well  thought-out  national  and  local  policies  to  provide  a  clear 
cut  direction  for  economic  development  at  the  community  level. 

•  An  implementation  process  that  takes  the  policy  mandates  and  provides 
a  mechanism  to  consolidate  public  and  private  resources  to  create  jobs 
and  income  for  community  needs. 

Policy  development  at  the  national  level  requires  a  committment  by  the 
legislative  and  executive  branches  of  the  government  and  an  understand- 
ing of  the  limited  knowledge  of  the  working  of  a  complex  socio-econom- 
ic system  such  as  ours.  These  limits  in  turn,  and  detailed  knowledge  of  local 
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conditions,  constrain  the  abilities  of  the  federal  government  to  determine 
the  appropriate  set  of  economic  development  policies  that  meet  the  unique 
needs  of  each  area. 

Implementation,  on  the  other  hand,  requires  a  coordination  among  different 
government  agencies,  between  federal,  state  and  local  governments,  and  be- 
tween all  of  these  and  the  private  sector.  This  is  a  formidable  task,  and  as  one 
astute  implementation  theorist  has  observed: 

It  is  hard  enough  to  design  public  policies  and  programs  that  look  good 
on  paper.  It  is  harder  still  to  formulate  them  in  words  and  slogans  that 
resonate  pleasingly  in  the  ears  of  political  leaders  and  the  constituencies 
to  which  they  are  responsibe.  And  it  is  excruciatingly  hard  to  implement 
them  in  a  way  that  pleases  anyone  at  all,  including  the  supposed  benefi- 
ciaries or  clients.0 

When  government  intervention  is  understood  in  this  context,  we  should  be  im- 
pressed with  what  has  been  accomplished  rather  than  with  what  has  failed. 

In  recognition  of  these  problems  of  implementation,  the  federal  government 
has  attempted  to  foster  community  economic  development  by  directly  pro- 
viding incentives  and  disincentives  to  both  business  and  inner  city  residents 
and  by  giving  money  to  cities  through  formula  and  block  grants. 

The  problem  with  incentives,  positive  and  negative,  is  that  independant  busi- 
nesses may  or  may  not  choose  to  accept  them  or,  worse  still,  they  may  accept 
them  and  not  produce  the  results  intended  by  the  policy.  Bennet  Harrison 
provides  two  examples  of  incentives  that  lead  to  unsuccessful  outcomes. 

"At  the  same  time  (1967-68),  the  Department  of  Labor  launched  its  Special 
Impact  Program  (SIP)*.  Three  firms  which  moved  into  the  Brooklyn  ghettos 
'received  more  than  $3.5  million  to  hire  and  train  1,200  people  for  at  least 
six  months  at  low-wage  unskilled  jobs:  at  the  end  of  two  years  all  three  firms 
had  closed  down  the  ghetto  sites  and  between  them  had  managed  to  employ 
only  300  people  for  more  than  six  months.'t  SIP's  activities  in  East  Los 
Angeles  were  even  more  disastrous.  Five  firms  received  a  subsidy  of  $5  million 
to  locate  in  the  Chicano  barrio  and  employ  about  1,600  residents. 

"One  of  the  firms  moved  closer  to  East  Los  Angeles  than  it  had  been  before, 
three  of  them  located  about  the  same  distance  away  (as  before)  and  one  firm 
took  the  Labor  Department's  money  and  moved  farther  out.  Three  of  the 
firms   eventually   ended  up  some  twenty  miles  from  East  Los  Angeles,  "t 


° Eugene  Bardach,  The  Implementation  Game,  (Cambridge:  The  MIT  Press,  1977)  p.3. 

*This  SIP  is  distinct  from  the  Special  Impact  Program  of  the  Community  Services  Admini- 
stration. 

t  Geoffry    Faux,    CDCs:    New    Hope    for    the    Inner    City    (New    York:    The    Twen- 
tieth Century  Fund,  1971),  p.39. 
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By  1969,  according  to  an  evaluation  of  SIP  conducted  by  the  Westinghouse 
Learning  Corporation,  two  of  the  companies  were  in  bankruptcy  and  a  third 
had  'lost  interest  in  the  program.'"* 

Even  cities  receiving  federal  grants  for  economic  development  purposes  may 
not  utilize  them  in  accord  with  the  policy  mandate.  Two  well  known  exam- 
ples are  urban  renewal  and  CETA  programs. 

As  Harrison  points  out: 

In  sharp  contrast  to  the  theory,  urban  renewal  programs  almost  invaria- 
bly reduce  the  welfare  of  the  poor,  who  are  displaced  from  the  center  of 
the  city,  find  it  almost  impossible  to  afford  the  new  housing  constructed 
on  the  old  sites,  and  —  because  of  racial  and  class  segregation  in  the  non- 
ghetto  housing  —  find  it  difficult  to  obtain  housing  elsewhere  to  replace 
what  they  have  lost.  (Harrison,  p. 144) 

In  the  case  of  CETA  programs,  one  notices  a  similar  shift  in  goals  from  those 
mandated  by  the  federal  government.  Cities  have  tended  to  utilize  CETA  pro- 
grams as  a  subsidy  to  the  city  budget. 

An  important  question  one  could  ask  is,  Why  do  government  policies  get  dis- 
torted against  "pockets  of  poverty."  While  there  is  no  ready  answer,  at  least 
part  of  this  reason  is  that  in  a  democratic  society  local  government  must  re- 
spond to  its  majority  constituency  as  a  whole.  In  a  city  this  constituency  in 
eludes  both  poor  and  rich  areas.  To  the  extent  that  economic  power  aids  in 
the  acquisition  of  political  power,  the  economic  development  policies  will  be 
distorted  at  both  the  formative  state  and  certainly  at  the  time  of  implementa- 
tion. 

Thus  the  community  economic  development  has  a  number  of  advantages  over 
other  forms  of  implementing  economic  development  in  poor  communities. 

1.  It  provides  a  mechanism  for  gaining  an  appreciation  for  the  unqiue 
conditions  of  a  particular  community. 

2.  It  fills  an  institutional  gap  by  coordinating  the  activities  of  the  private 
and  public  sectors.  While  working  in  partnership  with  city  government,  a 
Community  Development  Organization  (CDO)  can  also  take  direct  ac- 
tion, like  the  private  sector,  to  construct  industrial  parks,  rehabilitate 
housing,  etc. 

3.  The  dual  non-profit,  for-profit  character  of  CDOs  allows  for  flexibility  of 
implementation.  Thus  problems  associated  with  affirmative  action, 
neighborhood  agitation  against  projects  can  be  sharply  reduced  by  work- 
ing through  a  CDO.  The  community  is  less  apt  to  feel  manipulated. 

4.  It  allows  for  greater  participatory  democracy  in  establishg  a  mechanism 
for  determining  the  direction  of  economic  development  in  a  community. 

*Bennett  Harrison,  Urban  Economic  Development  (Washington,  D.C.:  The  Urban  Institute, 
1974)  p.148. 


It  is  not  being  suggested  that  a  CDO  compete  with  a  city.  On  the  contrary,  the 
city  has  had  the  traditional  responsibility  of  providing  services  and  expanding 
the  tax  base  to  improve  these  services  to  gain  a  comparative  advantage  over 
other  cities.  A  CDO,  while  maintaining  a  more  specialized  function  of  eco- 
nomic development,  can  aid  in  supplementing  the  efforts  of  city  government. 


1.2  THE  WORKING  OF  A  COMMUNITY  ECONOMY 


A.  What  is  an  economy? 

From  one  perspective,  community  economic  development  may  be  viewed  as 
the  process  which  attempts  to  change  th  economy  of  the  community  to  better 
serve  the  needs  of  residents.  Thus  it  is  important  to  understand  what  is  an 
economy  in  general  and  what  is  the  economy  of  a  poor  community  in  particu- 
lar. 

Economics  is  generally  defined  as  the  study  of  decision-making  about  the 
allocation  of  limited  resources  to  competing  ends.  This  definition  hardly 
seems  very  inspiring,  so  consider  the  purposes  of  any  economic  system. These 
are  viewed  as: 

•  What  and  how  much  to  produce 
«      How  to  produce 

•  For  whom  to  produce 

From  this  point  of  view,  economics  becomes  of  central  importance.  These 
questions  have  to  be  answered  by  all  human  societies  be  they  communist, 
capitalist  or  socialist.  The  major  differences  among  these  societies  are  caused 
by  how  they  choose  to  respond  to  these  issues. 

In  the  U.S.  we  have  a  mixed  economy  that  attempts  to  rely  on  markets  for 
the  resolution  of  these  issues,  and  the  government  only  generally  intervenes  if 
either  markets  do  not  exist  or  produce  in  a  manner  not  deemed  in  the  public 
interest.  Yet  what  is  a  market?  There  is  a  tendency  to  consider  it  as  some 
societal  process  that  is  in  the  natural  order  of  things,  but  it  is  incorrect  to  view 
markets  in  this  manner  because  markets  on  a  larger  scale  often  require  com- 
plex rules  that  have  evolved  over  centuries. 

In  its  most  general  sense  a  market  is  a  process  of  exchange  between  two  or 
more  individuals.  A  complete  specification  of  a  market,  however,  would  in- 
clude: 

1.  Several  people  or  institutions. 

2.  Some  item  or  service  in  the  possession  of  each  that  is  of  interest  to  one 
another. 
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3.  Rules  of  exchange. 

4.  Allocation  of  property  rights. 

If  each  person  or  institution  pursues  what  is  best  for  itself,  there  will  be  .an 
inherent  conflict  between  the  buyers  and  sellers  of  the  goods  or  services.  If  a 
person  is  selling  shoes  he  generally  wants  the  highest  price  possible  for  them, 
while  a  buyer,  on  the  other  hand,  wants  to  pay  as  little  as  possible.  Thus  if 
there  were  no  other  interference  they  might  bargain  and  arrive  at  some 
exchange  rate  like  the  two  pairs  of  pants  or  $30  in  exchange  for  the  shoes. 
Since  we  are  used  to  using  money  we  call  this  the  price. 

The  important  thing  to  recognize  is  that  both  people  are  better  off  for  the 
transaction.  The  seller  of  the  shoes  may  complain  that  he  didn't  get  a  high 
enough  price  just  as  the  buyer  might  complain  about  paying  too  high  a  price, 
but  we  know  they  always  had  the  alternative  of  not  carrying  out  the  transac- 
tion. If  the  transactions  are  large  enough,  specialization  results.  About' two 
hundred  years  ago  (1776),  a  Scotsman  named  Adam  Smith  wrote  what  is 
generally  regarded  as  the  greatest  single  contribution  to  capitalist  economics*, 
An  Inquiry  Into  the  Nature  and  Causes  of  the  Wealth  of  Nations.  In  this  work, 
Adam  Smith  cogently  argued  that  if  human  beings  were  allowed  to  pursue 
their  own  selfish  interest  with  little  government  interference,  the  economy  of 
the  country  would  run  efficiently.  In  other  words,  the  market  economy  leads 
to  efficiency  in  terms  of  maximum  production  from  the  given  endowment  of 
resources  such  as  labor,  land,  capital,  etc. 

The  problem  with  Adam  Smith's  view  of  the  world  is  that  even  an  efficient 
allocation  of  resources  through  the  market  may  not  be  satisfactory  to  society 
as  a  whole.  This  gets  back  to  questions  of  quality  of  life  raised  at  the 
beginning  of  the  last  section.  For  example,  the  U.S.  economy,  famed  for  its 
efficiency,  has  large  sections  of  cities  and  rural  areas  in  physical  delapidation 
and  with  people  in  abject  poverty.  While  this  state  of  affairs  might  maximize 
production,  the  social  costs  are  too  high. 

The  efficiency  of  the  market  economy  has  also  been  called  into  question  since 
the  disastrous  Great  Depression  of  the  1930s  and  the  recurring  business  cycle 
which  creates  periods  of  recession,  characterized  by  high  unemployment  and 
inflation,  and  boom,  characterized  by  low  unemployment  and  high  inflation. 
The  modern  disciples  of  Adam  Smith  blame  almost  everything  on  the  govern- 
ment. 


When  government  is  not  satisfied  with  the  mechanism  of  production  and  dis- 
tribution through  markets,  it  can  do  one  of  a  number  of  things. 

It  can  declare  the  market  illegal.  We  are  all  familiar  with  the  illegality  of 
the  heroin  and  the  sexual  prostitution  markets. 


*As  opposed  to  communist  or  socialist  economics. 


•  It  can  create  a  new  market.  For  instance,  roads  are  built  for  the  popula- 
tion and  paid  for  by  travelers  through  gas  taxes  and  vehicle  registration. 

•  It  can  modify  the  market  through  legal  fiat.  We  are  familiar  with  legisla- 
tion against  certain  types  of  business  monopoly. 

•  It  can  modify  the  market  through  the  provision  of  incentives  and  disin- 
centives. For  example,  cigarettes  are  taxed  more  than  food  items  in  most 
places  with  the  hope  that  people  will  buy  more  food  and  consume  less 
items  such  as  cigarettes  and  liquor. 

All  these  means  of  changing  the  market  economy  may  or  may  not  be  feasible. 
Just  because  heroin  has  been  declared  illegal  doesn't  mean  the  market  isn't 
thriving.  When  a  new  market  is  created  it  may  lead  to  other  unforseen  prob- 
lems. It  is  now  generally  recognized  that  the  road  market  significantly  con- 
tributed to  the  growth  of  suburbs  and  to  "white  flight"  from  the  central  city 
leading  to  problems  of  urban  decay,  etc. 

Similarly,  laws  often  have  limited  ability  to  change  the  market.  It  is  easy  to 
pass  a  law  that  says  in  effect,  No  Redlining!,  but  another  matter  to  make  this 
law  work. 

Earlier  in  Part  1.1  we  saw  how  attempts  at  providing  incentives  to  businesses 
to  move  into  the  inner  city  have  often  not  been  too  successful.  For  the  incen- 
tive to  work  the  business  has  to  believe  that  the  incentive  will  lead  to  greater 
profit.  Even  if  this  expectation  of  greater  profit  is  there,  the  owner  of  the 
business  may  enjoy  suburbia  for  personal  reasons  and  not  take  the  incentive, 
or  he  may  let  some  other  business  that  is  on  the  verge  of  bankruptcy  take  it. 

From  the  perspective  of  government  intervention  in  the  market,  community 
economic  development  may  be  viewed  as  the  attempt  to  modify  urban  and 
rural  market  forces  by  creating  a  new  market.  This  market  consists  of 
members  of  the  community  as  the  recipients  or  consumers  with  the  CDO  as 
the  institution  that  sells  goods  and  services  (economic  development)  with  sup- 
port from  all  levels  of  government  and  allied  with  the  private  sector. 

B.  The  Framework  of  an  Economy 

As  Figure  1  shows,  any  economy  can  be  divided  into  three  sectors,  the  con- 
sumer or  household  sector,  the  business  sector,  and  the  government  sector. 
It  is  important  to  recognize  that  these  sectors  represent  not  a  division  of 
people  but  of  economic  activity.  Thus  a  business  has  an  owner  or  owners  who 
are  also  consumers. 

Each  sector  has  markets  within  it  and  with  other  sectors.  Businesses  trade 
with  each  other  and  they  also  trade  with  households.  Households  or  consu- 
mers include  people  who  work  for  businesses  and  offer  their  services  (repre- 
sented by  the  arrow  going  from  households  to  businesses  in  Figure  1)  and  in 
return  they  receive  income  which  is  represented  by  the  arrow  in  the  reverse 
direction. 
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Figure  1 


Figure  2 

The  East  Los  Angeles  Inter-Regional  Accounts  1976 

Total  Annual  Sales  of  E.L.A.  Businesses  (Region  1)  $466,720,000 

Total     Annual    Local    Sales    of    E.L.A.    Businesses 
(Region  1)  196,390,000 

East  Los  Angeles  Annual  Exports 

Exports  to  Southern  California  (Region  2) 

1.  Export  of  Goods  to  the  Government  Sector 

(L. A.  City  and  County  Gvts. )  11 ,100,000 

2.  Export  of  Goods  Non-Governmental  210,440,000 

3.  Total  Exports  of  Goods  to  Region  2  Southern 

California  (lines  1+2)  221,540,000 

4.  Export  of  Labor  (E.L.A.  residents  working  out- 
side E.L.A.)  175,620,000 

5.  Total  E.L.A.  Exports  to  Region  2  (lines  3+4)  397,160,000 

Exports  to  the  Rest  of  the  U.S.  (Region  3) 
6~    Export  of  Goods  to  the  Government  Sector  (Cal 

State  Gvt.  and  Federal  Gvt.)  11,570,000 

7.  Export  of  Goods  Non-Governmental  37,210,000 

8.  Export  of  Labor  (E.L.A.   residents  working  in 

Region  3)  0 

9.  Total  E.L.A.  Exports  to  Region  3  (lines  6+7+8)  48,780,000 

10.  Total  Annual  Exports  of  E.L.A.  (lines  5+9)  445,940,000 

East  Los  Angeles  Annual  Imports 

Imports  from  Southern  California  (Region  2) 

11.  Import  of  Goods  193,550,000 

12.  Import  of  Labor  (Residents  of  Region  2  work- 
ing, in  E.L.A.)  74,820,000 

13.  Total    E.L.A.    Imports    from    Region    2    (lines 

11+12)  268,370,000 

Imports  from  the  Rest  of  the  U.S.  (Region  3) 

14.  Import  of  Goods  58,860,000 

15.  Import  of  Labor  (Residents  of  Region  3,  work- 
ing in  E.L.A.)  0 

16.  Total    E.L.A.    Imports    from    Region    3    (lines 

14+15)  58,860,000 

17.  Total  Annual  Imports  of  E.L.A.   (lines  13+16)  327,230,000 

East  Los  Angeles  Houshold  Income 

Total    Annual    Household    Income    of   E.L.A.    (net)  264,890,000 

Total    Annual    Household    Consumption    of   E.L.A.  250,890,000 

Total    Annual  Household  Savings  14,000,000 
Total    Annual    Government   Payments    Received   by 

E.L.A.  Households  30,990,000 

Total     Annual     Income     Produced     In    E.L.A.  371,110,000 
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Similarly  when  households  purchase  goods,  they  do  so  from  businesses  (there 
is  a  flow  in  the  figure  that  has  those  marked)  and  in  return,  the  money  used  to 
pay  for  the  goods  flows  back  to  the  business. 

The  government  sector  is  also  involved  in  a  market  relationship  with  both  the 
business  and  household  sector.  The  government  collects  taxes  from  businesses 
and  households.  In  return,  it  provides  such  services  to  consumers  as  national 
defense,  medical  care,  sewage,  etc.,  and  to  businesses  —  infrastructure  such  as 
water,  power,  etc.  Also  the  government  gives  contracts  to  businesses  for  which 
it  receives  goods  in  exchange  for  money.  It  becomes  obvious  that  for  the  CDO 
to  function  meaningfully,  it  must  have  a  solid  understanding  of  this  frame- 
work in  order  to  respond  usefully  and  meaningfully  to  these  dynamics. 

Figure  1  also  shows  all  the  trade  with  foreign  countries  being  conducted 
through  the  business  sector.  This  identifies  it  as  the  economy  of  a  country  or 
an  isolated  region  like  Hawaii.  It  is  being  assumed  that  there  are  few  or  no 
workers  employed  outside  the  country. 

At  the  same  time  Figure  1  makes  no  reference  to  financial  institutions. 
These  are  treated  as  any  other  business  that  buys  raw  material  (borrowed 
money  at  certain  interest  rates)  and  sells  finished  products  or  service  (loans  to 
"credit-worthy"  borrowers  at  higher  interest  rates). 

Another  feature  of  the  framework  is  that  it  implicitly  assumes  that  all  econ- 
omic activity  occurs  at  one  point  rather  than  being  spread  out  over  a  wide 
area.  This  of  course  excludes  the  possibility  of  having  income  disparities 
among  different  places. 

C.  Characteristics  of  a  Community  Economy 

If  we  are  interested  in  a  community  economy  these  three  points  —  1)  trade 
other  than  through  businesses,  2)  financial  institutions,  and  3)  spatial  ef- 
fects —  become  critically  important. 

Figure  2  shows  the  economic  accounts  of  an  eight  square  mile  inner  city 
area,  East  Los  Angeles,  with  about  105,000  people.  A  close  reading  of  the 
numbers  suggests  that  there  are  large  trade  flows  across  the  "borders"  of  the 
economy.  Not  only  is  a  large  value  of  goods  being  exported  (line  1,  line  2, 
line  6  and  line  7)  but  there  are  large  flows  of  people  working  outside  the  com- 
munity and  bringing  money  in  (line  4).  Similarly  there  are  numerous  people 
living  outside  the  community  who  come  and  work  there.  In  fact,  of  the 
17,150  jobs  in  the  community,  only  7,145  (41.7%)  were  held  by  local  resi- 
dents. The  rest  were  held  by  outsiders  who  took  75  million  dollars  home. 

At  the  bottom  of  the  figure  it  can  be  seen  that  even  though  East  Los  Angeles 
is  a  poor  community,  its  residents  save  $14  million.  While  hard  and  fast  num- 
bers are  not  available,  it  is  quite  plausible  that  most  of  the  money  deposited  in 
the  financial  institutions  there  is  loaned  out  elsewhere.  This  is  traditionally 
called  red-lining.  Financial  institutions  are  of  such  importance  in  community 
economic  development  that  Section  VIII. 2  is  devoted  to  them.  There  is  a  lot 
of  rhetoric   against  red-lining  so  Section  VIII. 2  should  be  read  before  you 
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jump  on  the  bandwagon. 

One  can  summarize  the  characteristics  of  most  community  economies  of  inner 
city  areas  as  follows: 

1.  The  community  has  low  income,  high  unemployment  and  high  poverty. 

2.  There  are  usually  not  enough  jobs  in  the  community.  Note  —  there  might 
not  be  anything  wrong  with  this  —  see  Section  1.3. 

3.  Larger  community  businesses  are  owned  by  non-residents.  Smaller  "Mom 
and  Pop"  stores  might  be  locally  owned. 

4.  The  education  level  in  terms  of  years  of  schooling  is  low  relative  to  the 
population  as  a  whole.  The  skill  level  may  or  may  not  be  much  higher. 

5.  Financial  institutions  tend  to  invest  elsewhere  and  there  might  be  a  net 
outflow  of  capital. 

6.  The  community's  economy  is  dependant  on  the  regional  economy. 

While  most  of  the  points  are  pretty  much  self-explanatory,  the  last  one  would 
benefit  from  elaboration.  There  is  a  famous  1,2,3  rule  in  economics.  If  the 
national  unemployment  rate  increases  1%,  the  unemployment  rate  for  wo- 
men, Blacks,  Mexican-Americans  and  other  minorities  goes  up  2%,  and  for 
youths  it  goes  up  3%.  Now  this  is  a  rule  of  thumb  at  the  national  level,  but  it 
emphasizes  an  important  point. 

1.3  STAGES     OF     EVOLUTION    OF     COMMUNITY    DEVELOPMENT 
ORGANIZATIONS 

Community  organizations  that  are  involved  in  economic  development  go 
through  definite  stages  of  evolution.  What  is  presented  is  very  general  and  may 
not  apply  to  all  CDOs.  Most  of  them  have  their  roots  in  the  "War  on  Poverty" 
during  the  1960s.  Often  a  single  issue  like  confronting  local  government  to 
stop  a  freeway  brings  the  community  together.  Over  time  an  organization 
evolves  that  begins  to  consider  the  delivery  of  human  services  for  the  com- 
munity. The  frustrations  involved  with  dealing  with  the  tip  of  the  iceberg  lead 
community  leaders  to  consider  the  need  to  provide  jobs  and  income  for  com- 
munity residents,  i.e.,  economic  development.  They  become  clients  of  this 
Handbook.  Usually  the  first  efforts  at  economic  development  are  unsuccessful 
and  result  in  the  demise  of  the  CDO. 

Those  CDOs  that  survive  these  efforts  attempt  a  wider  diversity  of  projects 
oriented  to  both  the  delivery  of  human  services  and  economic  development. 
They  change  as  organizations.  No  longer  are  they  in  confrontation  with  the 
government  and  business  sector  but  activily  cooperate  with  both.  The  dynam- 
ics can  best  be  captured  by  considering  changes  in: 

•    Organizational  goals 
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Organizational  structure 

Staff 

Community  involvement 

Inter-relationship  with  other  organizations  both  within  and  outside  the 
community. 


A.  Changes  in  Organizational  Goals 

There  are  two  types  of  changes  that  take  place.  The  first  is  a  change  in  the 
goals  themselves,  while  the  second  involves  an  increase  in  the  number  of  goals. 

As  mentioned  earlier,  community  organization  emerges  in  response  to  some 
action  by  government  deemed  against  the  community  interest  such  as  the 
closing  of  a  local  health  facility  or  the  freeway  mentioned  above.  There  is  an 
attempt  to  provide  services  such  as  food  stamps,  health  care,  and  recreation 
centers. 

Meanwhile,  there  are  also  rumblings  about,  "The  local  merchants  (usually  of 
a  different  ethnic  background)  are  ripping  off  the  community"  or  the  real 
health  problem  is  "People  are  poor  and  cannot  afford  proper  nutrition,  etc." 
This  sparks  the  desire  to  start  a  business  that  "won't  rip  off  people,"  or  a  co- 
operative that  will  provide  cheaper  food.  Lacking  business  acumen  and  facing 
the  incredible  difficulty  of  starting  and  running  a  small  business,  the  effort 
ends  in  failure. 

If  the  CDO  can  hang  on  it  learns  from  its  mistakes  and  begins  to  have  some 
modest  successes.  By  capitalizing  on  them  it  moves  to  other  projects  and  finds 
its  ability  to  run  businesses  also  helps  it  in  running  human  services  better. 

It  begins  to  take  on  bigger  projects  —  moving,  for  example,  from  housing  re- 
habilitation to  commercial  retitalization  and  perhaps  even  an  industrial  park. 

B.  Changes  in  Organizational  Structure 

These  qualitative  and  quantitative  changes  in  goals  cause  upheavals  in  the 
organization.  Many  of  the  former  "pioneers"  of  confrontation  have  deep 
philosophical  misgivings  about  the  changing  organizational  goals.  They  fight 
hard  or  often  leave. 

The  organizational  structure  becomes  more  elaborate  when  you  deal  with  the 
diverse  goals.  Instead  of  having  a  program  structure  like  a  health  clinic,  food 
stamps,  etc.,  divisions  are  created  under  non-profit  and  for-profit  wings  of  the 
organization.  The  problem  of  managing  and  controlling  finances  becomes 
more  difficult,  and  separate  departments  are  created  to  respond  to  account- 
ability to  government  funds.  There  is  a  difference  in  the  way  things  are  done. 
Instead  of  doing  everything  in  a  crisis  atmosphere,  standard  operating  pro- 
cedures become  more  common. 
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C.  Changes  in  Staff 

Initially  the  CDO  must  appeal  to  the  "community  spirit"  to  get  people.  They 
tend  to  either  be  very  low  paid  residents  or  unpaid  volunteers.  Over  time, 
however,  once  the  organization  can  pay  better  salaries,  it  has  to  make  the 
agonizing  choice  of  trying  to  upgrade  local  talent  versus  hiring  professionals 
from  outside  the  community.  Usually  it  results  in  a  compromise  of  both  types 
of  people. 

D.  Community  Involvement 

When  the  goals  of  the  CDO  involve  confrontation,  the  usual  form  of  commun- 
ity involvement  is  large  public  meetings.  While  these  meetings  might  be 
chaotic,  they  serve  their  purpose. 

Once  the  organization  is  running  businesses  and  social  services  on  a  larger 
scale,  the  process  of  community  involvement  has  to  be  institutionalized. 
Often  this  means  the  appointment  of  a  board  or  directors,  etc.  Some  CDOs 
also  select  a  larger  elected  Community  Board  which  is  elected  by  the  com- 
munity. 

The  extent  of  community  involvement  in  the  selection  and  monitoring  of 
projects  greatly  varies  among  different  CDOs. 

E.  Relationships  With  Other  Organizations  Both  Within  and  Outside  the 
Community 

In  the  beginning,  the  CDO  has  differences  with  other  organizations  in  the 
community  because  of  differing  political  philosophies.  As  the  CDO  becomes 
more  successful,  these  differences  remain,  but  are  added  to  by  competition 
for  limited  government  resources. 

The  most  important  changes  involve  businesses  and  local  government.  Con- 
frontation is  replaced  with  cooperation  for  the  most  part.  Some  CDOs  even 
have  political  representatives  sit  on  their  board  of  directors.  Others  have  busi- 
nesspersons  as  well. 

While  the  Handbook  as  a  whole  has  been  designed  to  ease  the  pains  of  evolu- 
tion, particular  chapters  should  be  especially  helpful.  Chapter  VI  should  pro- 
vide help  with  management  problems,  and  in  the  creation  of  alternate  organ- 
ization structures.  Chapter  VII  should  aid  in  problems  of  community  involve- 
ment. The  shift  to  a  private  business  approach,  so  necessary  for  some  forms  of 
economic  development,  should  not  only  be  aided  by  Chapter  VI  but  by 
Chapter  VIII  as  well. 
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CHAPTER  I 
INITIAL  ASSESSMENT 


CHAPTER  SUMMARY 

The  first  chapter  of  the  development  process  includes  a  description  and  anal- 
ysis of  the  community,  the  Community  Development  Organization,  and  ex- 
ternal factors.  This  assessment  enables  formulation  of  the  goals  and  objectives 
in  Chapter  II. 


Figure  1.0 
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1.1 


As  Figure  1.0  illustrates,  the  initial  focus  is  divided  into  three  areas  of  assess- 
ment: 

1.1  Community 

1.2  Organization 

1.3  External  factors 

The  insights  from  this  assessment  are  brought  together  in  a  worksheet  in  Sec- 
tion 1.4.  Once  filled  out,  this  worksheet  serves  as  a  basis  for  determining  both 
the  community  and  organizational  goals  noted  in  Chapter  II.  The  worksheet  is 
also  utilized  in  formulating  economic  development  strategies  and  in  individual 
project  packaging. 

HOW  THE  CHAPTER  IS  USEFUL 

This  chapter  can  be  useful  to  your  Community  Development  Organization  in 
two  ways.  Firstly,  it  is  designed  to  help  you  gather  information  directly  neces- 
sary for  making  efficient  decisions  about  the  development  process.  As  such  it 
helps  you  better  understand  your  community,  your  Community  Development 
Organization's  strengths  and  weaknesses,  and  the  situation  in  your  particular 
region.  This  in  turn  helps  you  in  understanding  community  goals,  and  in  de- 
signing strategies  and  projects  for  community  economic  development  in 
Chapter  II. 

The  second  important  advantage  of  the  chapter  lies  in  its  aid  to  project  pack- 
aging. Thus  materials  from  this  chapter  flow  into  the  first  portion  of  many 
proposals  and  project  packages  you  may  submit  for  financing.  Potential  fund- 
ing agencies  are  always  impressed  when  an  organization  submits  well  written, 
logical  explanations  concerning  its  community  and  the  larger  environment. 
Similarly,  the  information  you  develop  for  this  chapter  is  a  useful  starting 
point  when  you  want  to  carry  out  a  marketing  study  for  a  project. 

1.1   ASSESSING  THE  COMMUNITY 

Your  organization  exists  to  carry  out  community  economic  development.  To 
determine  what  form  such  development  will  take,  it  is  necessary  to  under- 
stand the  problems  and  needs  of  the  community. 

This  section  assesses  the  state  of  the  community  in  three  ways:  the  household 
or  consumer  sector,  the  business  sector,  and  the  government  sector  (see  Figure 
1.1).  This  framework,  borrowed  from  economics,  is  explained  in  detail  in 
Section  IX.l. 

If  your  CDO  has  been  active  in  the  community  for  any  length  of  time,  you 
probably  realize  the  problems  and  strengths  of  the  community.  You  may  sur- 
prise yourself,  however,  by  going  through  an  organized  assessment. 
Before  discussing  the  immediate  objectives  of  Community  Assessment,  it  is 
useful  to  briefly  consider  what  is  meant  by  community  and  assessment. 
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Figure  1.1 


As  indicated  in  Part  1,  a  community 
is  a  combination  of  both  a  geograph- 
ic area  and  of  some  or  all  people  liv- 
ing in  it.  It  is  important  both  for 
yourself  and  for  potential  funding 
agencies  that  you  have  a  clear  def- 
inition of  your  community.  A  use- 
ful test  of  this  is  to  get  hold  of  a  map 
and,  after  precisely  locating  the 
physical  boundaries  of  your  area,  to 
ask  yourself,  "Who  are  we  trying  to 
help  in  this  area?" 

Your  answer  cound  range  from  "All 
the  residents  of  the  area"  to  "The 
Samoan  minority  residing  within  the 
boundaries  on  the  map"  to  "The  un- 
employed and  low  income  residents 
of  the  area". 


The  term  "assessment"  as  used  here 
implies  both  description  and  analy- 
sis.   Description   requires  facts,   per- 
sonal observations,  and  the  opinions 
of  others. 
Analysis  is  a  creative  act  that,  at  its  best,  tries  to  answer  questions  like,  "Why 
is  our  community  poor?"  In  rigorous  analysis,  there  is  usually  some  attempt 
to  look  for  causality.  Analysis  as  covered  here  is  a  more  simple  working  tool. 
Since  analyzing  something  requires  a  creative  act,  it  is  hard  to  present  ready 
procedures  to  conduct  it.  The  approach  taken  here  is  to  present  a  framework 
to  guide  a  CDO  in  asking  the  right  questions  and  in  categorizing  the  possible 
answers. 


Analysis  can  also  be  viewed  as  the  process  that  converts  data  into  informa- 
tion. Data  represents  facts  and  impressions  about  the  world  around  us.  Data 
should  be  gathered  with  a  definite  objective  in  mind.  It  is  possible  to  divide 
data  into  three  categories,  the  first  two  being  formal  data  gathering  efforts 
and  the  last  representing  informal  means  of  data  gathering. 

•  Primary  data 

•  Secondary  data 

•  Other  data 

What  distinguishes  different  types  of  data  primarily  depends  on  who  gathers 
the  data  and  the  rigor  with  which  it  is  gathered.  Every  bit  of  data  gathered  has 
some  purpose  or  question  behind  it.  If  the  person  asking  the  question  gathers 
facts,  it  is  primary  data.  Good  examples  of  this  would  be  a  person  walking 
down  a  street  to  find  out  the  number  of  drug  stores  on  a  commercial  strip, 
or  surveying  a  community's  housing  stock  to  find  the  percentage  of  dilap- 
idated units.  If,  on  the  other  hand,  we  want  to  know  the  number  of  people 
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living  in  a  city,  or  the  number  of  unemployed  youth  in  1970,  we  go  to  the 
U.S.  Census  of  Population.  This  data  has  been  gathered  by  someone  else 
(The  Bureau  of  the  Census)  and  is  therefore  secondary  data. 

If  one  has  a  clear  question  in  mind,  then  the  data  gathered  will  be  useful  to 
decisionmaking  and  will  become  important  information.  Thus  if  a  CDO 
wanted  to  find  out  if  there  were  enough  drugstores  in  a  neighborhood  be- 
cause the  CDO  wanted  to  start  one,  the  example  of  primary  data  would  have 
provided  useful  information.  In  other  circumstances,  however,  such  infor- 
mation might  prove  useless.  In  the  absence  of  a  clear  cut  purpose,  organiza- 
tions tend  to  mass  vast  quantities  of  almost  useless  data. 

So  far  it  has  been  implicitly  assumed  that  any  data  gathered  is  fact,  but  we  all 
know  from  experience  that  this  is  simply  not  true.  It  is  useful  to  presume  that 
all  data  is  to  some  extent  inaccurate,  biased  and  inconsistent.  In  Chapter  IX 
(Socio-Economic  Assessment)  these  terms  are  carefully  defined;  here  only 
examples  are  provided.  Consider  the  U.S.  Census  of  Population,  which  is 
usually  regarded  as  an  exemplary  piece  of  data  gathering.  In  1970  the  census 
undercounted  the  overall  population  by  2.5%  (5,300,000  people),  with  a  bias 
against  non-whites.  Whites  were  undercounted  1.9%  while  non-whites  were 
undercounted  by  7.7%.  Additionally,  in  California  alone,  the  Bureau  of  the 
Census  estimated  an  undercount  of  643,000  Spanish  surname  persons.  If  the 
census  were  to  undercount  the  population  by  2.5%  every  year,  it  would  have 
been  inaccurate  by  2.5%  but  consistent. 

In  the  'other'  category  of  data  are  included  intuitive  judgements,  rumors  from 
the  grapevine,  etc.  With  these  sources  of  data,  personal  bias,  accuracy  and  con- 
sistency become  far  greater  problems.  The  specific  tastes  and  interests  of  per- 
sons presenting  the  data  create  bias  in  the  interpretation  of  data.  Thus  an  ex- 
tremely conservative  business- person  might  come  up  with  a  lower  figure  for 
unemployment  in  a  community  than  would  someone  in  community  economic 
development.  The  conservative  might  argue,  "The  people  are  lazy,  they  don't 
want  to  take  the  jobs  that  exist",  while  someone  in  community  economic 
development  might  argue,  "Our  people  want  to  work,  there  are  just  no  jobs 
out  there,  people  get  discouraged  from  looking,  unemployment  is  even  higher 
than  the  government  claims".  While  these  two  opposing  statements  are  partly 
a  product  of  different  tastes  in  philosophy,  they  are  also  a  product  of  diverse 
interests. 

At  the  same  time,  intuitive  judgments,  rumors,  just  walking  down  the  street  to 
see  "what's  happening"  are  the  main  source  of  data  and  information  for  com- 
munity economic  development.  After  all,  economic  development  concerns 
human  beings,  and  primary  and  secondary  data  serve  as  an  aid  to  our  intuition 
rather  than  as  a  ready  formula  for  success.  Chapter  VII  (Community  Involve- 
ment) provides  further  discussion  on  these  forms  of  data. 

Primary  and  secondary  data,  however,  can  help  to  correct  our  inherent  biases. 
An  excellent  example  is  that  of  a  CDO  that  tried  to  incorporate  its  communi- 
ty into  a  city  but  lost  the  election  by  a  wide  margin.  It  blamed  the  loss  on 


1.4 


scare  tactics  by  the  business  community.  Several  years  later,  however,  it  re- 
ceived some  revenue  sharing  money  to  carry  out  a  sophisticated  random  sam- 
ple survey  and  found  that  more  than  60%  of  the  population  opposed  incor- 
poration. The  lesson  was,  that  for  whatever  reason,  community  residents  had 
to  be  convinced  that  incorporation  was  to  their  benefit  (if  in  fact  it  was). 

Thus,  there  are  three  objectives  for  a  community  assessment: 

•  Finding  out  the  community's  attitude  toward  community  economic 
development. 

•  Documenting  the  state  of  the  community's  economy. 

•  Asking  the  question,  "Why  is  our  community  poor?" 

Methods  for  eliciting  a  response  to  the  first  point  are  covered  in  detail  in 
Chapter  VII,  the  last  two  in  Chapter  IX.  Understanding  local  attitudes  toward 
community  economic  development  is  an  important  element  in  knowing  your 
community  and  in  determining  to  what  extent  community  involvement  is 
desirable  for  CDO  planning  and  implementation.  It  is  assumed  that  your  CDO 
has  been  in  existence  for  some  time  and  already  has  some  type  of  mechanism 
for  community  involvement.  The  important  question  is  whether  the  quality 
and  amount  of  community  involvement  is  satisfactory  to  you. 

A  major  part  of  community  economic  development  has  to  be  the  joint  educa- 
tion of  the  community  and  the  CDO.  Through  this  process,  a  greater  trust  in 
the  CDO  will  develop  by  the  community  when  it  becomes  clear  that  in  the 
long  run  the  CDO  will  be  as  healthy  as  the  community  will  allow.  Given  the 
past  record  of  community  relations  with  the  powers  that  be,  it  may  become 
necessary  for  the  CDO  to  foster  this  relationship. 

The  following  questions  should  help  you  to  understand  the  important  issues 
in  relating  with  the  community: 

•  How  does  your  community  generally  perceive  your  CDO? 
How  are  your  relations  with  other  community  groups  in  the  area? 


• 


• 


• 
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•      How  far  do  you  actually  involve  the  community  in  the  running  of 
your  CDO? 

To  what  extent  do  you  want  to  involve  the  community  in  your  CDO? 

What  are  the  problems  perceived  by  the  community? 

What  is  the  power  relationship  between  your  community  and  the  pol- 
itical economic  system?  (Section  VII. 2  covers  this  in  some  detail). 

This  examination  should  uncover  any  discrepancy  between  community  aspira- 
tions and  CDO  performance.  Problems  will  result  if  the  community  expects 
too  much  or  too  little  from  the  CDO.  If  the  community  expects  too  little,  it 
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be  built  through  community  actions  and  interrelationships  so  that  the  CDO 
may  learn  from  the  community  and,  in  turn,  educate  it.  The  following  exam- 
ple illustrates  the  process  of  adapting  CDO  goals  to  community  needs. 

Twelve  businessmen  in  South  Texas  came  together  to  form  a  corpora- 
tion to  aid  Chicano  small  businessmen  found  their  efforts  to  be  in  vain 
because  their  clients  lacked  the  expertize  to  utilize  their  advice.  To  im- 
prove communications  and  provide  a  more  useful  service,  the  business- 
men decided  to  direct  their  efforts  toward  educating  their  clients  in 
basic  business  planning  and  strategy.  This  way  the  CDO  benefits  by 
learning  about  its  community's  needs  and  they  both  benefit  by  the 
change  in  service  direction. 

Now  in  order  to  respond  to  the  last  two  objectives  of  community  assessment, 
the  remainder  of  this  section  has  been  divided  into  two  sub-sections:  Describ- 
ing the  community,  and  inferences  about  the  community.  These  sub-sections 
correspond  to  the  definition  of  assessment  as  being  a  combination  of  descrip- 
tion and  analysis  (drawing  inferences  requires  one  to  analyze). 

A.  Describing  the  Community 

Since  the  primary  interest  of  your  organization  is  community  economic  devel- 
opment, the  appropriate  framework  for  description  and  analysis  relies  on  the 
three  major  classifications  of  economic  activity  discussed  in  Part  1.,  con- 
sumers, businesses  and  government.  A  community,  however,  is  more  than 
economic  relationships  and  thus  other  considerations  have  to  be  recognized  as 
well.  These  are  covered  as  general  background.  Figure  1.2  illustrates  the  frame- 
work and  the  general  data  covered  under  each. 


Figure  1.2 


BACKGROUND 

location,  size,  population 
characteristics,  political  representation,  etc. 


CONSUMER 

size  of  families, 
types  of  occupations, 

poverty  rate, 

unemployment  rate, 

income  rate, 

etal. 

BUSINESS 

type  of  businesses, 

type  of  employment, 

proportion  of 

community  hired, 

etol. 

GOVERNMENT 

type  of  services, 

level  of  services, 

community  hired, 

etal. 
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The  subsection  presents  far  more  data  than  is  necessary.  It  is  presumed  that 
the  CDO  will  read  through  the  whole  chapter  and  Chapter  IX  before  selecting 
the  types  of  data  it  needs  to  gather.  All  sources  of  data  are  found  in  Chapter 
IX.  Suggested  procedures  for  carrying  out  a  community  assessment  are 
covered  in  Section  1.4. 

A  good  place  to  begin  the  description  of  your  community  is  to  consider  the 
historical  dynamics  that  have  created  your  present  community.  Without  get- 
ting too  carried  away  with  this  history,  it  is  sometimes  useful  to  check  out 
your  local  library  and  see  what  material  they  have  about  the  past  concerning 
changes  in  the  community  with  regard  to  ethnicity,  income,  type  of  economy 
(e.g.  manufacturing,  commercial,  service  area  in  the  past  that  is  now  differ- 
ent). You  can  add  to  what  you  find  by  looking  at  trend  data  from  the  U.S. 
Census  of  Population  and  comparing  it  to  the  surrounding  city  or  county. 

There  is  also  room  for  a  Roots  type  approach  of  talking  to  people  that  have 
lived  there  a  long  time.  You  will  get  a  biased  but  interesting  view  of  the  com- 
munity. 

Moving  into  the  present,  take  your  initial  map  on  which  you  demarcated  the 
boundaries  of  the  area  and  fill  in  the  census  tract  boundaries.  If  the  area 
boundaries  do  not  coincide  with  census  tract  boundaries  you  will  have  prob- 
lems gathering  census  data,  see  Chapter  IX  for  assistance. 

There  is  some  stable  data  you  should  collect  for  your  area.  You  will  need  this 
not  only  for  your  own  decisionmaking  but  also  for  many  grant  proposals  you 
submit.  This  data  framework  is  reproduced  in  the  worksheet  (Section  1.4). 
While  a  much  larger  set  of  data  is  possible  (see  Chapter  IX),  the  basic  data  in- 
cludes: 

a.  Physical  Description  and  General  Background 

•  Location  in  county  and  state 

•  Number  of  square  miles  or  blocks  (depending  on  the  size  of  the  area) 

•  Type  of  terrain  (ideally  on  a  map  or  in  percentages,  e.g.  hilly,  flat .  .  .) 

•  Largest  city  in  close  proximity  (neglect  if  you  are  in  one) 

•  Land  use -commercial,  industrial,  residential,  etc. 

•  Size  of  population 

•  Composition  of  Population 

age  breakdown 
ethnic  breakdown 

•  Population  trends 

b.  Household  or  Consumer  Sector 
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•  Mean  and  median  income: 

households  and  unrelated  individuals 
unrelated  individuals  only 

•  Poverty  rate  for  families  and  unrelated  individuals 

•  Employment  status  of  residents 

number  of  employed  people 
number  of  people  unemployed 
number  of  people  not  in  labor  force 
unemployment  rate 

•  Occupation  breakdown  of  community  residents. 

'Professional,  technical,  and  kindred  workers 
Managers  and  Administrators  except  farm 
Sales  workers 

Clerical  and  kindred  workers 
Craftsman,  foreman  and  kindred  workers 
Operatives 

Laborers,  except  farm 
Farmers  and  farm  managers 
Service  workers,  except  private  household 
Private  household 

•  Housing 

number  of  units 
conditions 
occupancy  rate 
rental  value 


c.  General  characteristics  of  Community  Businesses 
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• 


Types  of  businesses  in  the  community  and  as  percentage  of  total 
businesses. 


1.  Agriculture,  forestry  and  fishing 

2.  Mining 

3.  Construction 

4.  Manufacturing 

5.  Transportation,  communications,  electric,  gas  and  sanitary  services 

6.  Wholesale  trade 

7.  Retail  trade 

8.  Finance,  insurance,  and  real  estate 

9.  Services 

10.  Public  administration 


• 


• 


Sales  volume  by  type  of  businesses 
Employment  by  type  of  businesses 


d.  The  Government  Sector 

•  Attitude  toward  community  economic  development 
Willing  to  work  with  CDOs  on  economic  development  projects 
Not  willing  to  work  with  CDOs. 

•  Attitude  toward  human  services 
Regards  such  services  as  necessary  evil 
Commitment  to  provide  services  to  the  poor 

•  Attitude  toward  disbursement  of  Revenue   Sharing,  CETA  and  oth- 
er similar  funds 

Willing  to  disburse  funds  to  CDOs 
Not  willing  to  disburse  such  monies 

•  Are  community  residents    satisfied   with   existing   local  government 
services?  Why  not? 

Lack  of  money  for  services 

Shortage  of  personnel 

Attitude  of  personnel 

Lack  of  information  in  community 

B.    Inferences  About  The  Community 

Now  that  you  know  the  type  of  data  you  might  want  to  collect,  the  import- 
ant question  is,  How  can  this  data  be  directly  useful?  In  the  last  sub-section  it 
was  pointed  out  that  we  need  to  document  the  state  of  the  community's  eco- 
nomy and  pose  the  question  as  to  the  cause  of  the  poverty. 


♦ 
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Initially  the  data,  under  the  household  or  consumer  sector,  should  provide  a 
picture  of  the  state  of  economic  distress  in  the  community.  It  is  often  useful 
to  either  compare  these  figures  with  another  "average"  community  in  the  city 
or  to  use  a  larger  entity  such  as  the  county.  It  is  then  easier  to  infer  the  ex- 
tent to  which  the  low  income  and  high  unemployment  of  community  resi- 
dents is  a  local  problem  or  a  regional  problem. 

Similarly,  you  should  compare  these  numbers  on  income  and  employment 
over  a  decade  to  determine  if  there  is  an  improvement  in  or  worsening  of  the 
economic  situation  in  the  community.* 

It  is  also  at  times  misleading  to  attribute  poverty  to  the  absence  of  jobs  with- 
in community  boundaries.  Ours  is  generally  a  mobile  society  and  a  person's 
labor  market  often  extends,  on  the  average,  to  twenty  minutes  driving  often 
extends,  on  the  average,  to  twenty  minutes  driving  time  by  car.  Thus,  even  a 
prosperious  city  in  California  like  Beverly  Hills,  with  an  average  income  for 
families  and  unrelated  individuals  of  $23,385  in  1970  (and  an  average  (family 
income  of  $34,483),  has  most  of  its  jobs  located  outside  the  city. 

On  the  other  hand,  there  are  large  economically  depressed  rural  counties 
where  the  largest  employers  are  the  public  sector  organizations  such  as  schools, 
law  courts,  the  post  office  and  other  local  government  administrative  offices. 
In  these  instances  the  absence  of  jobs  in  the  community  is  perhaps  the  major 
conomic  development  problem. 

The  more  important  question  for  understanding  economic  distress  in  the  com- 
munity is,  Why  isn't  our  community  fully  participating  in  the  economic  pros- 
perity of  this  nation?  There  are  two  possible  answers  for  this  —  either  there 
just  is  not  enough  business  activity  around,  or  community  residents  are  not 
being  included  in  it. 

If  there  is  a  shortage  of  business  activity  in  the  community  or  the  surrounding 
region,  then  you  should  consider  three  possible  sources  of  the  problem:** 

•  The  established  capital  market  does  not  allocate  its  funds  in  an  effi- 
cient manner  in  keeping  with  its  goal  of  profit  maximization.  This 
assumes  that  there  are  potentially  profitable  ventures  with  a  high 
rate  of  return  on  capital  but  lack  of  information,  racial  prejudice,  or 
some  other  reason,  prevents  the  market  from  allocating  investment 
in  the  community. 

•  The  capital  market  is  competitive  and  efficient  in  allocating  capital 
to  areas  of  highest  return.  The  present  economically  depressed 
communities  simply  do  not  possess  enough  profitable  opportuni- 
ties. 

*Be  sure  to  consider  deflating  more  current  income  figures  by  the  Consumer 
Price  Index.  See  Chapter  IX  for  details. 

**  Based  on  Stephan  Michelson's  article,  "On  Profit  Maximization  by  SIP  Ven- 
tures" in  Center  for  Community  Economic  Development  Newsletter,  June- 
july,  1977.  Also,  read  Section  VI 1 1. 2  for  a  better  understanding  of  the  work- 
ings of  the  private  capital  market. 
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•  The  capital  market  cannot  take  advantage  of  opportunities  in  the 
community  because  there  are  legal,  social  or  size  constraints.  For 
instance  a  real  estate  firm  wants  to  put  together  a  large  parcel  of  land 
for  development  as  an  industrial  park  but  cannot  because  of  zoning 
regulations    or   division    of  the  land  in  small  uneconomic  parcels. 

Or  to  consider  the  problem  a  little  more  specifically,  is  this  lack  of  some  par- 
ticular business  activity  caused  by: 


Problems  of  entrepreneurship.  Was  there  a  failure  of  someone  to 
have  an  idea  and  follow  it  up  into  a  business  entity. 

Finance  problems  due  to  hesitancy  on  the  part  of  the  finance  mar- 
ket or  due  to  not  seeking  it  from  the  right  institution  in  the  right 
manner  (See  Section  VIII. 3  on  this  point). 

Problems  with  finding  the  right  management.  (More  likely  to  be 
found  in  rural  areas). 

Problems  of  labor.   Insufficient  skill  level.   High  crime  rate. 

Problems   of  marketing.      Not  the  right  product  for  the  market. 


These  different  problem  areas  are  again  picked  up  in  the  more  general  categor- 
ization of  community  problems  in  Section  1.4. 

On  the  other  hand,  if  there  is  a  lot  of  business  activity  in  the  area  in  the  pres- 
ence of  high  unemployment  in  the  community,  then  either  there  is  racial  dis- 
crimination or  community  residents  are  being  outbid  by  workers  outside  the 
community.  In  unincorporated  East  Los  Angeles  this  fact  was  brought  home 
from  a  survey  of  businesses  which  revealed  that  only  41.7%  of  the  jobs  in  the 
community  were  held  by  community  residents.  Furthermore,  most  of  the 
better  paying  jobs  were  held  by  people  living  outside  the  community. 


1.2    ASSESSMENT  OF  THE  ORGANIZATION 

The  previous  section  dealt  with  analyzing,  understanding  and  formalizing 
community  needs,  problems  and  resources.  Through  such  an  assessment 
you  may  decide  on  what  needs  to  be  done  for  the  community.  What  is 
crucial,  however,  is  what  you  as  a  CDO  want  to  do  for  it,  and,  more  impor- 
tantly, actually  can  do.  If  your  community  is  like  most  other  depressed  areas 
there  are  certainly  many  things  that  need  to  be  done.  However,  if  you  are  like 
most  other  CDOs,  you  may  have  humble  beginnings  and  limited  resources. 
Your  success  and  effectiveness  in  the  community  will  depend  upon  how  well 
you  determine  your  role  in  the  short  run  and  how  that  role  should  evolve  in 
the  long  run.  Hence,  before  you  can  lay  out  realistic  goals  and  objectives  and 
work  out  strategies  for  achieving  them,  it  is  necessary  to  take  a  look  at  what 
you  as  an  organization  are  capable  of  doing  in  the  light  of  your  community 
needs. 
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Figure  1.3 


This  section  describes  a  three  step  process  illustrated  in  Figure  1.3,  in  which 
an  overview  is  taken  of  the  historical  development  of  your  CDO,  its  current 
status  as  an  organization,  and  a  comparison  of  your  current  goals  and  ob- 
jectives in  relation  to  your  capabilities. 

A.   Assessment  of  Historical  Development 

In  relating  the  major  factors  contributing  to  the  creation  and  establishment  of 
your  CDO  to  its  present  situation,  it  is  necessary  to  take  an  inventory  of  signi- 
ficant items  which  shaped  the  direction  of  your  organization's  development. 

Naturally,  the  very  first  thing  to  consider  is  the  reason  why  your  CDO  was 
formed  in  the  first  place.  More  likely  than  not,  Your  CDO  started  because 
some  community  residents  became  concerned  about  a  specific  situation  or 
conditions  in  general  and  got  together  to  do  something  about  it.  Interesting 
questions  to  have  answered  are: 

•       What  were  the  issues  that  brought  people  together? 


•  How  do  they  compare  with  issues  and  problems  presently  perceived 
by  your  CDO? 

•  Who  were  the  people  who  actively  took  part  and  what  were  their 
backgrounds? 

•  Who  was  the  leader  and  why? 

•  Is  he  still  in  your  CDO?  Does  he  still  head  your  CDO? 

•  What  efforts  were  made  to  organizae  formally?  Incorporate? 


1.12 


You  can  think  of  similar  questions  and  develop  a  historical  profile  of  your 
CDO.  List  the  projects  that  were  implemented  and  figure  out  why  these,  as 
opposed  to  other  projects,  were  chosen.  What  were  the  major  difficulties 
faced,  how  were  they  overcome,  and  what  mistakes  were  made?  How  was 
the  overall  community  disposed  towards  your  CDO's  efforts?  Was  there 
major  opposition,  etc.?  You  can  then  identify  the  major  events  or  milestones 
in  your  CDO's  history  that  may  have  brought  about  shifts  in  philosophy  and 
direction.  Were  there  changes  in  leadership,  for  example?  Did  you  shift  from 
social  concerns  to  economic  concerns?  What  organizational  changes  took 
place  to  accomodate  this  shift? 

B.  Assessment  of  Present  Status 

From  its  inception  as  a  small  grass  roots  organization,  your  CDO  has  most 
probably  gone  through  many  changes  and  stages  of  development  to  the  extent 
that  presently  it  may  be  a  large  organization  with  many  functional  or  program 
divisions  (see  Chapter  VI).  It  may  thus  require  professional  expertise  to  make 
a  valid  assessment  of  your  organization,  as  to  management  style,  organization- 
al emphasis  and  capacities.  You  may  find  it  worthwhile  to  have  the  assess- 
ment done  by  one  of  the  many  consultant  firms  that  specialize  in  this  area. 
However,  the  general  issues  concerning  such  an  assessment  may  be  illustrated 
by  means  of  three  sets  of  questions  about  your  organization.  Using  these 
as  examples  you  may  design  an  appropriate  questionnaire  for  your  own  CDO 
and  prepare  a  profile  of  your  activities  and  capacities.  The  information  you 
gather  on  your  various  organizational  units  will  also  help  you  take  stock  of 
.  the  CDO's  impact  on  the  community  measured  against  your  stated  goals.  The 

f  three  sets  of  questions  you  might  want  to  have  answered  are  broadly  categor- 

ized as:  General  Information;  Nature  of  Activities;  and  Financial  Information. 


1.  GENERAL  INFORMATION 

a.  What  is  the  exact  name  of  your  division/section? 

b.  On  the  CDO  ORGANIZATION  CHART  please  indicate  your  loca- 
tion by  checking  the  appropriate  box. 

c.  When  was  your  division/section  established? 

d.  How  many  employees  are  there  in  your  division/section? 

e.  How  many  of  these  employees  live  within  the  community? 

f.  Over  the  last  year  how  many  employees  did  you  have  to  replace/ 
lay-off? 

2.  NATURE  OF  ACTIVITY 

a.       What  do  you  think  is  the  purpose  for  which  the  CDO  established 
your  division /section? 
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b.  Under  broad  descriptive  headings,  list  the  different  activities  your  di- 
vision/section was  engaged  in  over  the  last  year. 

c.  Which  goal  or  goals,  as  part  of  overall  CDO  goals,  is/are  being  pur- 
sued by  the  activities  of  your  division/section?  Explain  how  this  is 
being  done? 

d.  What  do  you  consider  to  be  the  best  means  of  measuring  the  impact 
of  your  activities  on  the  community? 

3.    FINANCIAL  INFORMATION 

a.  What  is  the  legal  status  of  your  division/section?  (For-Profit/Non- 
Profit) 

b.  What  was  the  source/sources  and  amount/amounts  of  your  total 
revenues  for  every  financial  year  since  the  inception  of  your  division? 

c.  How  would  you  allocate  your  total  annual  expenditure  to  the  fol- 
lowing categories? 

a)  Gross  Wages;  b)  General,  Selling  &  Administrative;  c)  Manufac- 
tured e)  Other 

d.  What  percentage  of  your  total  annual  expenditure  was  on  the  follow- 
ing: (List  all  activities  from  your  answer  to  question  2  in  nature  of 
Activity  Section). 

1.3    ASSESSMENT  OF  EXTERNAL  FACTORS 

Besides  knowing  more  about  your  community  of  your  organization  you  must 
know  about  the  larger  regional  environment  which  to  a  great  extent  deter- 
mines the  viability  of  your  community.  If  the  general  region  around  your 
community  is  prospering  it  will  be  easier  for  your  community  to  tie  into  it. 
By  the  same  token,  if  the  general  region  is  declining  then  your  chances  of  im- 
plementing community  economic  development  will  be  that  much  more  dif- 
ficult. 

In  the  same  vein,  the  socio-political  factors  are  going  to  have  an  important  im- 
pact on  your  ability  to  develop  your  community.  If  your  political  representa- 
tives believe  in  community  economic  development,  then  your  job  will  be  that 
much  easier.  There  are  also  cases  where  political  representatives  have  deep 
philosophical  problems  with  a  community  group  being  involved  in  such  activi- 
ties although  it  is  an  open  question  whether  you  can  change  these  attitudes. 
Simply  stated  you  should  know  who  your  friends  and  enemies  are. 

Case  Study :   Building  Alliances  in  Barbourville 

The  Know  County  Community  Development  Corporation  in  Barbourville 
Kentucky  found  that  only  through  building  community  alliances  was  it 
able  to  succeed  in  its  manpower-intensive  manufacturing  ventures.    The 
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CDO  quickly  built  alliances  with  local  figures  such  as  a  school  superin- 
tendent, newspaper  editor  and  minister.  The  acceptance  by  respected 
community  leaders  made  the  operations  of  the  CDO  less  difficult  since 
their  trust  filtered  into  the  local  community.  At  first  there  was  initial 
friction  from  local  businessmen,  and  particularly  manufacturers  dealing 
in  the  same  line  of  merchandise  as  the  CDO,  but  this  reaction  diminished 
as  the  local  entrepreneurs  realized  that  the  CDO  would  only  stimulate 
the  local  economy,  encouraging  employees  to  spend  their  earnings  in  the 
local  business  area.  Also,  the  items  manufactured  by  the  CDO  were 
limited  to  specialized  materials  so  that  local  manufacturers  would  not 
be  threatened. 

Case    Study:       Community    Acceptance   through   Community    Sponsorship 

Appalachian  Craftsmen,  Incorporated,  of  Huntington,  West  Virginia, 
is  jointly  sponsored  by  two  established  and  well  respected  community  or- 
ganizations, the  Junior  League  of  Huntington  and  the  Southwestern 
Community  Action  Council,  Incorporated.  As  such,  it  found  commun- 
ity acceptance  with  little  difficulty.  Success  in  its  various  programs  has 
encouraged  trust  in  "outsiders"  who  often  aid  in  project  implementa- 
tion: however,  due  to  past  negative  experiences  with  VISTA  volunteers, 
local  residents  remained  distrustful  of  such  aid  organizations. 

For  these  reasons  as  illustrated  in  Figure  1.4,  we  have  divided  up  these  ex- 
ternal factors  into  two  categories:  political  and  economic. 


Figure  1.4 
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A.    Framework 

1.    POLITICAL 

Your  ability  to  perceive  economic  development  aid  from  the  government 
to  a  great  degree  depends  on  your  relationship  with  your  local  political  re- 
presentative. 

You  should  take  a  positive  attitude  with  your  representative  and  work  with 
them  under  the  assumption  that  they  want  to  know  what  is  happening  in 
their  constituency  and  aid  in  its  improvement. 

Keeping  this  in  mind  while  we  are  not  advocating  that  you  keep  a  "friends 
and  enemies"  list  it  is  important  to  build  up  a  network  of  politicians  you  can 
rely  on  for  support.  Remember  you  will  continually  find  yourself  needing 
their  support  in  getting  projects  approved. 

We  have  found  that  successful  CDO's  have  directors  who  maintain  political 
networks  that  are  important  to  the  survival  and  growth  of  the  organization. 


Case  Study :    Epicurean  Kitchen  and  Supporting  Networks 

In  1971  Epicurean  Kitchen  was  incorporated  as  a  non-profit  organization. 
Anna  Barnett  says:  "We  are  unique  in  being  the  only  self-sustaining  voca- 
tional training  and  rehabilitation  service  of  its  kind,  to  our  knowledge,  in 
the  State  of  Washington.  We  have,  fortunately,  been  able  to  meet  our 
own  operating  expenses  and  overhead  without  benefit  of  state,  county  or 
Federal  grants." 

Potential  trainees  are  referred  to  the  Epicurean  Kitchen  by  the  Divisions 
of  Vocational  Rehabilitation  and  Public  Assistance;  Institution  for  the 
Retarded  at  Buckley;  Washington  Association  for  Retarded  Children; 
Seattle-King  County  Mental  Health  —  Mental  Retardation  Board;  Council 
on  Aging;  Seattle  Day  Care  Centers;  Council  of  the  Physically  Handicap- 
ped; Skil  Road  Council;  Narcotic  and  Drug  Abuse  programs;  the  Physical- 
ly Handicapped;  Corrections  Development  Project;  Job  Therapy;  Federal, 
state  and  County  Work  Release  programs  and  other  agencies. 

The  interesting  question  is  how  does  one  go  about  establishing  such  networks. 
There  are  two  categories  of  methods.  The  first  category  consists  of  positive 
reinforcement  while  the  second  category  uses  negative  reinforcement. 

Positive  reinforcement  attempts  to  convince  the  politician  or  bureaucrat  that 
your  organizations  agendas  and  his  interests  are  similar.  Thus,  if  you  can  get 
a  project  implemented  successfully  you  will  make  your  political  representa- 
tive look  good  as  actively  helping  his  constituency.  A  staff  in  a  federal  or  lo- 
cal agency  also  looks  good  if  he  or  she  is  judiciously  managing  public  re- 
sources by  helping  a  CDO  that  is  in  fact  utilizing  the  monies  as  the  legislation 
intended. 
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Figure  1.5 
The  East  Los  Angeles  Inter-Regional  Accounts  1976 

Total  Annual  Sales  of  E.L.A.  Businesses  (Region  1)  $466,720,000 

Total     Annual    Local    Sales    of    E.L.A.    Businesses 
(Region  1)  196,390,000 

East  Los  Angeles  Annual  Exports 

Exports  to  Southern  California  (Region  2) 

1.  Export  of  Goods  to  the  Government  Sector 

(L.A.  City  and  County  Gvts.)  11,100,000 

2.  Export  of  Goods  Non-Governmental  210,440,000 

3.  Total  Exports  of  Goods  to  Region  2  Southern 

California  (lines  1+2)  221,540,000 

4.  Export  of  Labor  (E.L.A.  residents  working  out- 
side E.L.A.)  175,620,000 

5.  Total  E.L.A.  Exports  to  Region  2  (lines  3+4)  397,160,000 

Exports  to  the  Rest  of  the  U.S.  (Region  3) 

6.  Export  of  Goods  to  the  Government  Sector  (Cal 

State  Gvt.  and  Federal  Gvt.)  11,570,000 

7.  Export  of  Goods  Non-Governmental  37,210,000 

8.  Export  of  Labor  (E.L.A.   residents  working  in 

Region  3)  0 

9.  Total  E.L.A.  Exports  to  Region  3  (lines  6+7+8)  48,780,000 

10.  Total  Annual  Exports  of  E.L. A.  (lines  5+9)  445,940,000 

East  Los  Angeles  Annual  Imports 

Imports  from  Southern  California  (Region  2) 

11.  Import  of  Goods  193,550,000 

12.  Import  of  Labor  (Residents  of  Region  2  work- 
ing, in  E.L.A.)  74,820,000 

13.  Total    E.L.A.    Imports    from    Region    2    (lines 

11+12)  268,370,000 

Imports  from  the  Rest  of  the  U.S.  (Region  3) 

14.  Import  of  Goods  58,860,000 

15.  Import  of  Labor  (Residents  of  Region  3,  work- 
ing in  E.L.A.)  0 

16.  Total    E.L.A.    Imports    from    Region    3    (lines 

14+15)  58,860,000 

17.  Total  Annual  Imports  of  E.L.A.   (lines  13+16)  327,230,000 

East  Los  Angeles  Houshold  Income 

Total    Annual    Household    Income    of   E.L.A.    (net)  264,890,000 

Total    Annual    Household    Consumption    of   E.L.A.  250,890,000 

Total    Annual  Household  Savings  14,000,000 
Total    Annual    Government   Payments    Received   by 

E.L.A.  Households  30,990,000 

Total     Annual     Income     Produced     In    E.L.A.  371,110,000 
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Negative  reinforcement  consists  of  confrontations  with  political  representa- 
tives and  agency  staff  members.  Generally  community  organizations  are 
aware  of  such  tactics  and  they  need  not  be  spelled  out  here.  The  important 
thing  to  keep  in  mind  is  that  in  the  long  run  positive  reinforcement  works 
better,  though  subtle  forms  of  confrontation  have  their  place.  Negative 
reinforcement  more  often  was  seen  in  the  seventies  and  does  not  seem  the 
way  to  proceed  for  todays  mature  CDOs.  Chapter  VII,  on  "Community  In- 
volvement," complements  these  points  with  a  detailed  outline  of  power 
assessment. 

2.     Economic 

Your  community  is  part  of  the  largest  economy  in  the  world.  Patterns  of 
growth  and  recession  at  the  national  level  influence  this  community.  By  the 
same  token  your  community  does  not  share  in  the  full  prosperity  of  the  na- 
tion. 


Figure  1.5,  first  introduced  in  Part  1.2,  shows  the  extensive  economic  link- 
ages for  East  Los  Angeles  (E.L.A.)  as  an  example.  This  table  was  calculated 
by  using  extensive  surveys  of  businesses  and  consumers  in  the  unincorporated 
portion  of  East  Los  Angeles  which  was  designated  Region  1.  Region  2  in- 
cluded Southern  California  excluding  Regionl.  Region  3,  consisted  of  the 
U.S.  excluding  Region  2. 


The  extent  of  the  dollar  flows  between  E.L.A.  and  Southern  California  is  ob- 
viously quite  large.  For  instance,  (line  4)  E.L.A.  residents  earned  over  175 
million  dollars  by  working  outside  the  area.  In  the  other  direction  (line  12) 
residents  by  working  in  E.L.A.  The  value  of  business  trade  is  similarly  quite 
large. 

In  spite  of  all  these  extensive  trade  flows  E.L.A.  was  a  poor  community. 
The  unemployment  rate  was  17.3%  and  the  number  of  families  and  unrelated 
individuals  below  poverty  was  23%  . 

One  reason  for  this  poverty  in  the  midst  of  prosperity  was  the  low  labor  force 
participation  in  employment  centers  adjacent  to  E.L.a.  As  Figure  1.3.3  shows 
that  while  78%  of  E.L.A.  residents  work  outside  the  community  a  low  per- 
centage of  the  active  labor  force  is  employed  in  this  industrial  belt. 

This  has  important  implications  for  E.L.A.  Does  it  attempt  to  place  more 
people  in  these  existing  employment  centers  or  develop  their  own  employ- 
ment centers  in  the  community. 

Either  strategy  is  dependent  on  the  trends  in  the  employment  centers.  If  the 
employment  centers  are  stagnating  or  declining  it  is  going  to  be  very  difficult 
to  place  E.L.A.  residents  there  as  opportunities  will  be  very  limited.  On  the 
other  hand  if  the  area  was  experiencing  a  rapid  growth  rate  it  might  be  pos- 
sible to  place  more  people  there. 
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1.4    WORKSHEET  ON  INITIAL  ASSESSMENT 

This  worksheet  has  been  designed  to  aid  you  in  systematically  considering  the 
issues  raised  in  the  last  three  sections  of  the  chapter  and  writing  down  the  an- 
swers to  them.  In  order  to  do  this  the  first  component  of  the  worksheet  pre- 
sents categories  of  basic  data  on  the  community,  organization,  and  external 
factors. 

The  next  component  presents  the  community  problems  and  resources  frame- 
work. This  framework  is  then  used  to  ask  further  questions  on  why  your 
community  is  in  economic  distress  so  that  you  can  better  plan  your  invest- 
ment strategy  in  the  next  chapter. 

A.  Community  Assessment 

In  Section  LI,  four  categories  were  presented  to  help  you  in  describing  the 
socio-economic  conditions.  Important  data  requirements  will  now  be  present- 
ed under  each  category.  Please  note  that  potential  data  sources  are  explained 
in  Chapter  IX. 

1.    Physical  Description  and  General  Background 

In  a  brief  narrative  of  two  pages  give  the  general  location,  historical  back- 
ground and  socio-economic  conditions  of  your  area.  A  good  example  of  this 
type  of  narrative  is: 


"East  Los  Angeles  (ELA),  home  to  105,000  people,  is  an  unincorporated  in- 
ner-city community,  four  and  a  half  miles  from  the  Civic  Center  in  downtown 
Los  Angeles.  Since  its  early  settlement  in  the  late  nineteenth  century  its 
population  has  changed  constantly.  East  Europeans  were  followed  by  Chinese 
and  Japanese  immigrants,  who  gave  way  gradually  to  waves  of  Mexicans  in 
the  first  quarter  of  this  century.  Today,  close  to  90  percent  of  the  ELA  popu- 
lation is  Spanish-surnamed. 

ELA  once  encompassed  a  much  larger  area  than  it  now  does,  and  it  must  con- 
tinually ward  off  the  threat  of  annexation.  Over  the  past  20  years,  as  sur- 
rounding communities  gradually  became  incorporated,  these  new  cities  tried 
to  claim  prime  residential,  commercial,  and  industrial  portions  of  the  ELA 
area;  some  succeeded,  eroding  major  revenue-producing  industrial  portions  of 
ELA  and  leaving  it  essentially  a  corridor  community,  whose  commercial  strips 
and  traffic  arteries  are  pathways  for  commuters  through  and  out  of  the  area. 
Sections  of  the  famous  California  freeway  network  further  disrupt  the  phy- 
sical and  social  fabric  of  the  community. 

Most  of  ELA  is  characterized  by  relatively  flat  topography,  overlaid  by  a  grid 
of  right-angled  streets.  Modern  stores,  shopping  malls,  and  business  facilities 
are  noticeably  absent.  Although  nearly  one-eighth  of  ELA  is  zoned  for  in- 
dustrial use,  the  industrial  sectors  are  underutilized,  and  the  area's  large,  un- 
skilled labor  force  must  seek  employment  elsewhere.  Recent  government 
estimates  placed  ELA's  unemployment  rate  at  17.6  percent,  double  that  of 
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Los  Angeles  County  as  a  whole.  The  annual  per  capita  personal  income  of  its 
residents  was  barely  over  $2,000  in  1970.  While  cities  surrounding  ELA  have 
thrived,  ELA  has  remained  the  hole  in  the  doughnut. 

Despite  its  social  and  economic  problems,  the  community  of  ELA  has  played 
an  important  role  in  the  metropolitan  Los  Angeles  area  -  that  of  "port  of 
entry"  into  the  city  for  Spanish-speaking  and  Spanish-surnamed  people.  To- 
day it  serves  as  the  core  of  the  Spanish  subregion  that  extends  over  a  large 
area  within  Los  Angeles  County.  But  ELA  is  nonetheless  hampered  by  a  lack 
of  cohesiveness.  Few  communities  anywhere  are  strong  enough  to  be  unified 
by  one  organizational  structure,  particularly  when  they  are  faced  with  the 
kind  and  level  of  political  under-representation  and  social  upheaval  that  has 
affected  ELA,  not  to  mention  its  economic  isolation."* 

This  kind  of  brief  narrative  is  extremely  useful  in  starting  many  proposals. 
You  will  find  yourself  using  it  over  and  over  again.  Note  that  this  narrative 
covers  most  of  the  following  list  which  was  recommended  in  Section  1.1. 

•  Location  in  county  and  state 

•  Number  of  square  miles  or  blocks  (depending  on  the  size  of  area) 

•  Type  of  terrain  (ideally  on  a  map  or  in  percentages,  e.g.  hilly,  flat 

•  Largest  city  in  close  proximity  (neglect  if  you  are  in  one) 

•  Land  use  -  commercial,  industrial,  residential,  etc. 

•  Size  of  population 

•  Composition  of  Population 
age  breakdown 

ethnic  breakdown 

•  Population  trends 


In  addition  you  should  clearly  be  able  to  define  your  community.  It  was 
stated  earlier  that  a  community  for  the  purpose  of  this  handbook  is  both  a 
geographic  area  and  a  well  defined  group  of  residents  (e.g.  Chinese  minority  in 
the  area,  all  residents  of  the  area  etc.).  Some  federal  agencies  have  required  a 
legal  definition  of  the  area  as  a  pre-requisite  for  funding. 

Figures  1.6  and  1.7  show  examples  of  two  maps  that  visually  show  geographic 
location  in  the  larger  region  (Los  Angeles  County)  and  within  the  subregion. 
In  Figure  1.7  it  might  be  necessary  at  times  to  put  down  the  streets  on  the 
boundaries. 

*Taken  from  a  case  study  on  TELACU  prepared  by  the  Center  for  Communi- 
ty Economic  Development  (CCED). 
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Figure  1.6 
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Figure  1.7 
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Figure  1.8  shows  an  example  of  a  type  of  land  use  map  that  could  be  useful 
for  some  purposes.  If  your  community  does  not  encompass  all  the  residents 
of  the  area  you  might  want  to  use  a  map  to  show  their  distribution  over  space. 
In  that  case  you  might  want  to  show  the  changes  over  time  as  well. 

An  important  determinant  of  the  success  of  your  effort  at  community  eco- 
nomic development  will  be  the  attitude  and  support  of  the  community.  You 
need  to  know: 

•  What  are  your  community's  attitudes  toward  community  economic 
development?  Keep  in  mind  that  there  are  a  wide  range  of  responses 
possible.  Some  communities  believe  in  the  rugged  individual  as  the 
source  of  economic  progress  while  others  at  the  other  extreme  asso- 
ciate it  with  another  larger  handout  from  the  government. 

•  How  does  your  community  perceive  your  CDO?  Again  the  com- 
munity's response  may  range  between  under-expectations  (eg.  "The 
organization  is  a  rip-off")  to  gross  over-expectations. 

•  What  type  of  inter-relationship  is  there  between  various  community 
groups  and  your  CDO. 

Chapter  VII  presents  some  useful  methods  of  eliciting  responses  to  these 
questions. 

2.    Household  or  Consumer  Sector 

As  was  pointed  out  in  Part  1,  the  economy  of  a  community  may  be  consi- 
dered to  consist  of  three  sections,  the  consumers,  business,  and  government 
sectors.  It  is  important  to  note  that  some  of  the  data  for  these  sectors  do  not 
mean  anything  unless  one  compares  them  to  some  other  place  or  people  that 
are  considered  "average"  or  the  "norm."  For  instance,  if  a  community  claims 
we  had  an  unemployment  rate  of  10%  in  1975  means  little  if  the  country  was 
experiencing  a  rate  of  8.5%  at  the  same  time.  If  your  CDO  can  show  "Our 
unemployment  rate  of  the  community  was  50%  above  the  national  average 
for  the  same  time  period  in  1977,"  it  carries  more  clout.  The  same  goes  for 
income  figures. 

3efore  you  start  collecting  data  it  is  useful  to  sketch  a  map  of  your  communi- 
ty with  the  boundaries  of  census  tracts  within  it.  For  cases  where  census 
tract  boundaries  overlap  the  boundaries  of  your  community  read  Section  IX. 3 
for  ways  to  deal  with  it.  That  chapter  also  presents  the  sources  of  data  you 
will  need  to  fill  out  the  worksheet.  Most  of  the  data  for  the  household  or 
consumer  sector  may  be  found  in  the  U.S.  Census  of  Population. 

In  Section  LI,  it  was  suggested  that  you  collect  the  following  data  on  the 
community: 

•      Mean  and  median  income: 

households  and  unrelated  individuals 
unrelated  individuals  only 
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Figure  1.8 


land  use 

I  residential 

Wffi\  open  space,  vacant 
*%>M  and  recreational 

institutional -public 
and  private 


HIGHMND»B4RK^>'  J- 

•a.  f' 

•   *     if 


sV  s* 


^         ■ 
ho    .-.'^S 

■  LiyCOflN  HEIGiitS^.  V>    '    .''    ^^? 


commercial 
industrial 


.♦•■. 


;:•': 


e. 


-.-.B<2PX  HEIGHTS 

■ 

i.v.V. 


■AMgggfi: 


&*"''JP!». 


.'.".•.V.;  i       '  ~rj  "f!»A 

.,  ^^£>     .•t^PNTERE** B4RK 

«•:•  -^       -.  »}i-r  I       -=        :   -  rf 

•V.'    RTSKX  HEIGHTS  ^^         ......'*.      W^. 


An  estimated  80%  of  total 
industrial  development  and 
55%  of  total  employment 
of  SIA  is  within  the  city 
of  Commerce 


— MONTEBELLO 


COMMERCE 


"••**ii 


NORTH  - 


2  MILES 


greater  east  los  angeles 


special  impact  area 

SIK  communities,  boundaries  based  on  107O  census  tracts 


1.24 


•  Poverty  rate  for  families  and  unrelated  individuals 

•  Employment  status  of  residents 

number  of  employed  people 
number  of  people  unemployed 
number  of  people  not  in  labor  force 
unemployment  rate 

®       Occupation  breakdown  of  community  residents. 
Professional,  technical,  and  kindred  workers 
Managers  and  Administrators  except  farm 
Sales  workers 

Clerical  and  kindred  workers 
Craftsman,  foreman  and  kindred  workers 
Operatives 

Laborers,  except  farm 
Farmers  and  farm  managers 
Service  workers,  except  private  household 
Private  household 

•  Housing 

number  of  units 
conditions 
occupancy  rate 
rental  value 

3.  Business  Sector 

There  are  a  number  of  ways  of  displaying  this  data.  One  can  use  tables  or 
maps;  Figures  1.9  and  1. 10  provide  examples  you  might  find  useful.  Please 
note  the  comparison  with  Los  Angeles  County  in  the  maps. 

Generally  it  is  harder  to  collect  good  data  on  the  business  sector  of  a  com- 
munity. The  federal  government  tends  to  collect  data  on  a  larger  scale  (there 
is  no  direct  counterpart  to  the  census  tract  for  businesses).  Instead  one  has  to 
rely  on  various  censuses,  such  as  the  Census  of  Retail  Trade,  Census  of  Manu- 
facturing Industries,  etc.  The  basic  data  includes: 

•     Types  of  businesses  in  the  community  and  as  percentage  of  total 
businesses. 

1.  Agriculture,  forestry  and  fishing 

2.  Mining 

3.  Construction 

4.  Manufacturing 

5.  Transportation,  communications,  electric,  gas  and  sanitary  services 

6.  Wholesale  trade 

7.  Retail  trade 

8.  Finance,  insurance,  and  real  estate 

9.  Services 

10.  Public  administration 
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Figure  1.9 
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Figure  1.10 
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•  Sales  volume  by  type  of  businesses 

•  Employment  by  type  of  businesses 

One  way  of  overcoming  the  data  problems  if  your  community  is  smaller  than 
a  city  is  to  put  together  a  yellow  pages  of  businesses  for  your  community.  A 
patient  person  simply  goes  through  the  yellow  pages  for  a  larger  area  and 
copies  down  the  businesses  with  an  address  in  the  community.  Section  IX.5 
gives  other  possibilities. 

4.  GOVERNMENT  SECTOR 

As  pointed  out  in  Section  1.1,  perhaps  the  most  important  aspect  of  the 
government  sector  relevant  here  concerns  its  attitudes  towards  the  community 
and  the  CDO.  Questions  that  are  useful  include: 

What   is   the   attitude    of   your  city,  township  or  county  government 
towards  community   economic   development  and  towards  your  CDO? 

Is  your  senator  or  congressman  aware  of  your  CDO's  existence  and  is 
he  willing  to  help  you  in  Washington? 

How  hard  is  it  getting  formula  grants  such  as  CETA,  Revenue  Sharing 
from  your  city,  township,  etc. 

There  also  other  things  such  as  the  extent  and  quality  of  human  services  of- 
fered by  local  government  and  fiscal  stability  which  are  important  as  well.  If 
in  fact  services  are  adequate  but  information  about  them  is  not  widespread  in 
the  community,  the  CDO  has  an  excellent  opportunity  to  be  associated  with  a 
"Yellow  Pages"  of  essential  human  services. 


B.  Organizational  Assessment 

Here  is  a  brief  list  of  questions  for  you  to  answer  about  your  CDO.  Answering 
them  should  provide  some  insight  into  important  changes  for  your  organiza- 
tion. 


1.   Historical  Background 

a.  Issue  or  reason  for  initial  organizing 
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b.  Profile  of  leaders  and  original  members 
Name  Description 


c.  Community  Problems  as  they  were  perceived  then. 


d.  Projects  undertaken 

Project  Description 


e.  Stated  goals  and  strategies 
Problem  Goal  Strategy 
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f.  Financial  Support 

Source  Amount 


g.  Important  Events  or  Milestones 
Description  Analysis 


2.  Present  Status 


1.  Diagram  your  organization  structure.  Figure  out  what  description 
"program"  or  "functional"  or  "Matrix"  fits  your  organization 
structure  best,  (see  Chapter  VI) 

2.  For  each  division  of  your  organization,  fill  in  the  following. 

a.  Name  of  division 

b.  Executive  head 

c.  Number  of  employees 

d.  Description  of  function  and  activities 

e.  Total  sources  of  revenues 

f.  Total  expenditures 

3.  Prepare  a  list  of  all  the  jobs  required  to  be  done  in  each  division. 

4.  Prepare  a  list  and  description  of  each  employee  occupying  the  jobs. 
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5.  Prepare  a  list  of  functions  that  the  department  is  not  performing  at 
present  but  could  very  easily  adopt  itself  to  perform. 


3.  Goals  vs.  Capabilities 

1.  List  the  problems  from  community  assessment  worksheet  and 
match  them  with  different  activities  of  the  various  organizational 
division. 

Problem  Divisional  Activity 


C.  Assessment  of  External  Factors 

As  pointed  out  in  Section  1.3,  there  are  two  elements  to  this:  political  and 
economical. 

1.  POLITICAL  ASSESSMENT 

A  political  assessment  can  best  be  carried  out  by  filling  out  the  "Power  Map" 
of  Chapter  VII.  This  map  should  be  able  to  assist  you  in  determining  key 
decisionmakers  both  inside  and  outside  your  community.  Once  you  identify 
them,  make  their  acquaintance  and  evaluate  their  usefulness  to  your  CDO. 
Find  out  their  views  on  community  economic  development  and  your  organ- 
ization. If  you  could,  categorize  them  as: 

•  Extremely  supportive 

•  Supportive 

•  Neutral 

•  Negative 

•  Will  fight  us  on  every  issue 

Then  utilize  your  resources  wisely  and  attempt  to  positively  change  the 
neutrals  and  the  negatives.  Do  not  waste  your  "silver  bullets"  on  the  most 
negative  decisionmakers  whether  they  are  politicians  or  others, 

2.  REGIONAL  ECONOMIC  ASSESSMENT 

Both  in  Part  1  and  Section  1.3  it  has  been  stressed  that  your  community  is 
heavily  influenced  by  national  and  regional  trends.  Be  aware  of  them,  plan 
around  them,  and  utilize  them.  Here  are  some  suggestions: 
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a.  Assign  a  staff  member,  among  his  or  her  other  duties,  to  keep 
track  of  national  and  regional  forecasts  of  employment,  income, 
housing  staits,  etc. 

b.  Find  out  the  main  sources  of  employment  in  your  region  and  find 
out  what  the  realtors  and  planning  departments  have  to  say  about 
them. 

c.  Identify  the  "growth"  and  "declining"  industries  so  you  know  what 
to  tie  into  or  drop. 

While  the  boundaries  of  the  U.S.  Economic  censuses  make  it  difficult  to  get 
the  right  information  for  the  right  area,  the  data  is  there  and  in  some  cases 
may  fit  your  needs.  The  end  of  Chapter  IX  shows  the  type  of  information  you 
could  get  from  these  Economic  Censuses. 

If  you  are  fortunate  and  the  economic  censuses  have  data  on  regions  conti- 
guous to  your  community,  you  might  be  able  to  compare  the  type  of  work- 
force with  the  occupations  of  communhy  residents  derived  from  the  U.S. 
census  of  population.  The  extent  of  correlation  may  denote  the  extent  of 
economic  linkage  between  your  community  and  the  region. 
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D.   Inferences  about  the  Community 

The  data  base  developed  in  the  previous  sections  of  the  worksheet  should  aid 
you  in  determing  some  basic  ideas  behind  community  problems.  So  far  you 
have  at  least  documented  the  poor  economy  in  your  community.  Now  you 
should  consider  why. 

A  rigorous  attempt  to  document  the  causes  of  poverty  would  require  much 
research  and  probably  would  not  be  worth  the  effort.  Figure  1. 11  ,  however, 
should  aid  you  in  thinking  about  the  diverse  reasons  that  can  be  behind  say, 
low  average  income  of  households  and  unrelated  individuals.  Chapter  IX  gives 
you  the  definitions  for  these  terms  but  basically  it  includes  families  living 
together  and  people  living  by  themselves.  If  you  find  that  by  just  looking  at 
the  income  of  families  the  average  jumps,  it  implies  that  there  might  be  a 
considerable  number  of  retired  or  poor  senior  citizens  living  in  your  commu- 
nity. You  could  then  double  check  the  census  data  for  the  number  of  elderly 
people,  say  55  years  of  age  or  older,  and  get  another  clue.  With  a  little  further 
initiative  you  could  learn  the  extent  of  welfare,  government  and  health 
services  provided  the  elderly.  Thus  you  could  make  a  pretty  fair  guess  that 
low  income  elderly  are  a  major  cause  of  the  low  average  income  in  the  com- 
munity. 

Just  this  simple  contrived  example,  if  true,  has  important  implications  for 
your  economic  development  policy.  The  purpose  of  Figure  1. 11  is  to  make 
you  think  about  these  problems  and  resources  in  your  community.  Figure 
1.12  similarly  presents  the  table  of  potential  community  resources. 

After  going  over  the  data  collected  from  the  worksheet,  and  then  meeting 
further  requirements  to  respond  to  the  two  figures,  you  should  organize  a  list 
of  community  problems  and  resources. 
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FIGURE  1.11 


COMMUNITY  PROBLEMS 


CONSUMERS  OR  HOUSEHOLDS 


Employment 

Potential  sources  of  unemployment 

Insufficient  skill  levels  for  existing  jobs 
Large  number  of  inexperienced  youth 
Large  number  of  unskilled  workers 
Insufficient  job  opening 

Racial  discrimination  by  business 
Racial  discrimination  by  unions 

Unemployment  caused  by  transportation  problems 
i.e.,  absence  of  public  transit 
high  cost  of  transportation 

Poor  self-image 

Lack  of  ownership  opportunities 

Income 

Potential  sources  of  low  income 

Heads  of  households  and  families  earning  low  wages 

Large    numbers    of  senior  citizens   or  handicapped   people   in 

the  community 
High  unemployment  in  the  community 

Health 

Potential  sources  of  poor  health  delivery 

Inadequate  health  facilities:  hospitals,  clinics,  etc. 
Information  on  existing  services     • 
Transportation  to  existing  health  facilities 
Cultural  prejudices 
language  problems 
Cost  of  services 
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Housing 

Potential  sources  of  housing  problems 

Shortage  of  housing 

High  cost  of  housing 

Redlining 

Dilapidation 

Landlord /tenant  disputes 

Education 

Potential  sources  for  poor  education 

Facilities 

Teachers 

Discrimination 

Bilingual  programs,  absence  of 

Inadequate  tax  base 

BUSINESSES 
Potential  sources  of  business  problems 

Declining  retail  business  sales 

Declining  manufacturing 

Declining  service  oriented  businesses 

Declining  number  of  farms 

Declining  agricultural  prices 

Declining  employment  by  business  sector 

Problems  with  credit 

Declining  tax  base 

Poor  infrastructure  for  businesses 

High  crime  —  burglary,  theft,  rape,  vandalism 

Racial  discrimination 

Financial  institutions  —  their  policies  and  lending  practices 

Lack  of  capital 

GOVERNMENT 

Potential  sources  of  problems 

Poor   political   representation   —  low  voter  participation  rates, 

inequitable  distribution  of  power 
Community    does   not  receive  fair  share  of  government 
Poor  municipal  services 
Roads  and  sidewalks 
Sewers 
Garbage 
Transportation 
Inadequate  commitment  to  affirmative  action 
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Figure  1.12 


Community  Resources 

Consumers 

Size  of  labor  pool 

Special  skills  available  in  the  community 
Reliability  of  the  labor  force 
Trainability  of  the  labor  force 

Organization  existing  in  the  community  that  can  aid  in  the  develop- 
ment process 
Managerial  talent 
Ethnic  focus  drawing  tourism 

Businesses 

Locational  Advantages 

Access  to  markets 

Access  to  transportation  —  sea,  rail,  air,  freeways 

Access  to  raw  materials 

Access  to  capital 

Business  Specialization 

Retail  Trade  —  particular  specialization,  e.g.  restaurants 
Services  —  particular  specialization,  e.g.  Business  Services 

Government 

Attitudinal 

Supportive  of  community  Economic  Development 

Direct  Assistance 

Provides  contracts  to  CDOs 

Provides  technical  assistance 

Commits  resources  to  community  needs 
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CHAPTER  II 
INVESTMENT  STRATEGY 


CHAPTER  SUMMARY 

This  chapter  focuses  on  planning  for  community  economic  development.  It 
builds  on  material  developed  in  the  worksheet  of  the  previous  chapter  to  de- 
velop a  general  framework  for  making  planning  decisions.  Within  this  frame- 
work, a  four  step  process  is  presented: 

•  understanding  community  goals 

•  formulating  organizational  goals 

•  formulating  economic  development  strategies 

•  looking  for  projects  to  implement  these  strategies 

While  these  represent  important  steps  in  planning  for  the  development  pro- 
cess (Part  II  of  the  Handbook),  planning  from  a  management  perspective  is 
considered  in  Chapter  VI.  In  addition,  project  planning  is  discussed  in  Chapter 
IJI.  Chapter  X  looks  at  project  evaluation. 

HOW  THE  CHAPTER  IS  USEFUL 

After  visiting  six  different  successful  CDOs,  the  authors  of  this  Handbook 
found  that  much  of  this  success  could  be  attributed  to  planning.  The  success- 
ful CDOs  knew  what  their  mission  in  the  community  was.  They  knew  what 
they  could  or  could  not  do,  and  had  developed  definite  strategies  formulated 
to  help  them  accomplish  these  goals.  They  did  their  homework  on  projects, 
and,  while  these  projects  might  not  have  been  always  successful,  the  overall 
record  was  excellent.  Most  important  of  all,  these  CDOs  learned  from  their 
mistakes. 

Thus  even  though  each  of  these  organizations  had  different  goals,  collectively 
they  shared  some  common  approaches  to  getting  things  done.  It  is  some  of 
these  common  ingredients  that  are  focused  on  here. 

In  addition  to  the  usefulness  of  this  chapter  to  the  CDO,  many  federal  agen- 
cies require  that  organizations  put  together  an  investment  strategy  as  a  pre- 
requisite for  funding.  While  you  should  read  and  respond  to  an  agency's  spe- 
cific guidelines,  what  you  find  here  should  be  particularly  useful  in  putting 
together  your  investment  strategy.  Figure  II. 0  shows  the  basic  conceptual 
framework  of  the  chapter. 
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Figure  II.  0 
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Planning  is  a  very  loosely  used  word  in  our  society.  This  means  that  different 
people  have  different  notions  of  what  constitutes  planning.  A  dictionary  has 
two  relevant  definitions:  "a  method  for  achieving  an  end",  and  "an  orderly 
arrangement  of  parts  of  an  overall  design  or  objective."  An  economist,  on  the 
other  hand,  views  planning  as  the  process  of  allocating  resources  toward  some 
goal.  The  resources  to  be  allocated  include  money  available  to  the  CDO, 
people  both  within  the  community  and  the  staff  of  the  CDO,  and  any  other 
available  assets  ranging  from  buildings  to  political  support.  The  goal  here,  of 
course,  is  community  economic  development. 

In  the  context  of  this  Handbook,  there  are  three  different  types  of  planning 
under  "community  economic  development." 

•  Planning  for  the  economic  development  of  the  community 

•  Planning  for  the  CDO 

•  Project  Planning 

The  first  one  involves  identifying  community  goals,  and  following  this  up  by 
deciding  on  interrelated  alternative  economic  development  strategies.  Thus 
does  the  community  need  housing  rehabilitation,  more  CETA  programs  or 
both? 
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The  second  type  of  planning  considers  that  since  the  CDO  is  going  to  be  the 
catalyst  of  community  economic  development,  certain  things  must  take  place 
organizationally  so  that  the  first  type  of  planning  can  proceed.  For  example, 
given  that  housing  rehabilitation  is  needed  in  the  community,  you  should  con- 
sider what  kind  of  expertise  you  must  develop  in  the  CDO,  and  by  when. 
The  third  type  of  planning  assumes  the  first  two  have  already  occurred,  and, 
as  the  name  suggests,  is  related  to  specific  projects.  Thus,  given  that  you  want 
to  move  into  housing  rehabilitation  and  you  have  the  expertise  to  run  such  a 
project,  or  will  soon  have  it,  your  plan  now  should  be  to  select  a  project,  test 
it  for  feasibility,  and  design  a  program  for  its  implementation. 

This  chapter  is  designed  to  help  you  carry  out  the  first  type  of  planning,  with 
planning  for  the  CDO  discussed  in  Chapter  VI,  and  project  planning  and  evalu- 
ation considered  in  Chapters  III  and  X,  respectively. 

Because  this  chapter  takes  the  economist's  approach  and  views  planning  as  a 
resource  allocation  process,  the  title  Investment  Strategy  is  meant  to  be  sug- 
gestive. 

Planning  Terminology 

You  frequently  hear  about  goals,  objectives,  sub-objectives,  and  action  plans, 
and  people  have  heated  arguments  about  the  meaning  of  these  terms.  For  the 
purposes  of  this  Handbook,  the  following  terms  are  applied  as  follows: 

•  Goals 

Goals  are  general  statements  on  what  needs  to  be  accomplished  over 
the  next  five  to  ten  years.  While  being  general,  they  should  provide 

•  important    information    on   where   the   community   or   organization 
would  like  to  concentrate  its  efforts  during  this  period  of  time. 

•  Objectives 

Objectives  are  your  overall  purposes  of  positions  to  be  reached.  They 
are  relatively  short-range,  perhaps  a  year  or  so.  The  requirements  of 
the  CDO  and  its  development  process  will  set  the  length  of  an  object- 
ive. For  example,  your  CDO  might  have  an  objective  that  says: 
"Establish  three  low-technology  manufacturing  enterprises  employing 
at  least  250  employees  from  our  impact  area  within  two  years." 

•  Sub-objectives 

Sub-objectives  are  end  results  desired  by  a  specific  time.  Sub-objectives 
tend  to  be  more  concrete,  more  limited  in  scope  and  time,  than  objec- 
tives. Generally,  several  sub-objectives  will  have  to  be  achieved  and 
integrated  to  reach  an  objective.  For  example,  a  manager  in  your  CDO 
might  have  the  following  sub-objective:  "Complete  the  prospectus/ 
business  plan  for  three  low-technology  manufacturing  enterprises  by 
the  end  of  the  year." 
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•  Action  plans 

Action  plans  are  steps,  activities,  tasks,  projects  or  programs,  which  to- 
gether accomplish  sub-objectives.  Action  plans  are  the  ultimate  step 
that  make  formal  planning  work.  Action  plans  imply  activities  — 
people  doing  things,  working  and  interacting  with  others  inside  and 
outside  the  organization. 

•  Economic  Development  Strategies 

Economic  development  strategies  are  a  combination  of  all  of  the 
above.  The  most  important  aspect  of  development  strategies  is  that 
they  provide  strong  linkages  between  the  action  plans  of  the  diverse 
goals.  An  example  is  the  linkage  between  CETA  programs  and  housing 
rehabilitation.  The  wages  of  workers  are  subsidized  by  CETA  con- 
tracts, as  in  the  case  of  Adopt-a-Building  in  New  York. 

II.l   PLANNING  FOR  COMMUNITY  ECONOMIC 

DEVELOPMENT  -  A  SUGGESTED  FRAMEWORK 

Planning  and  implementing  community  economic  development  is  a  challeng- 
ing task,  and  planning  has  a  unique  set  of  problems: 

•  Limited  resources  relative  to  the  magnitude  of  the  task.  The  public 
sector  does  not  have  enough  and  often  the  private  sector  has  pulled 
out. 

e  A  high  level  of  uncertainty.  Besides  the  uncertainty  caused  by  the 
shifts  in  the  market  economy,  the  CDO  planner  faces  the  uncertainty 
created  by  changes  in  public  sector  programs  as  well. 

•  Lack  of  recognition  of  the  CDO  as  an  institution.  This  is  certainly  true 
for  private  sector  and  to  a  lesser  extent  by  some  public  sector  agencies 
as  well.  Besides  problems  this  causes  CDOs  in  obtaining  financing,  it 
also  makes  it  difficult  for  the  CDO  to  enter  into  certain  legal  arrange- 
ments. 

These  planning  problems  pose  such  handicaps  that  some  have  argued  that 
CDOs  cannot  be  involved  in  serious  planning  but  have  to  rely  on  opportunism. 
What  is  really  meant  by  this  is  that  rigid  planning  for  a  CDO  just  will  not 
work.  This  chapter  is  intended  to  show  that  there  is  a  type  of  planning  pos- 
sible that  allows  you  to  plan  and  maintain  flexibility  at  the  same  time.  Before 
this  type  of  planning  is  presented,  it  is  useful  to  consider  the  overall  frame- 
work for  planning  decisions. 


A.  The  Goals  of  Community  Economic  Development 

To  serve  as  a  catalyst  for  reducing  important  socio-economic  problems  in  the 
community,  it  is  imperative  for  the  CDO  to  clarify  its  goals  for  the  commun- 
ity. As  noted  in  Part  I,  the  community  may  be  defined  as  a  combination  of: 
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•  A  geographic  area 

•  Some  or  all  the  residents  of  the  area 

Community  economic  development  is  the  process  by  which  a  community 
based  non-profit  organization  aids,  directly  or  indirectly,  in  the  creation  of 
jobs,  increased  income,  and  services  for  the  community.  Alternatively,  com- 
munity economic  development  attempts  to  alleviate  the  major  economic 
problems  encountered  in  a  community. 

B.   Constraints 

Constraints  are  things  beyond  the  planner's  control.  They  restrict  the  options 
available  for  community  economic  development.  It  is  helpful  to  divide  the 
constraints  into  two  categories,  community  constraints  and  external 
constraints.  Both  have  been  examined  in  the  worksheet  of  Section  1.4  under 
community  problems,  and  assessment  of  external  factors. 

1.  COMMUNITY  CONSTRAINTS 

There  are  various  forms  of  community  constraints,  and  these  vary  depending 
on  the  community.  The  list  provided  is  intended  to  be  more  suggestive  rather 
than  complete. 

9       The  social  values  of  the  community*  —  in  terms  of  attitudes  toward 
community  economic  development,  work,  etc. 

•  The  interests  of  other  community  institutions  —  these  institutions 
,  vary  among  other  community  groups  affiliated  with  churches,  busi- 
nesses, social  service  organizations  to  political  representatives. 

•  Economic  constraints**  —  these  include  the  type  of  economy  in  the 
community,  the  availability  of  vacant  land,  etc. 

2.  EXTERNAL  CONSTRAINTS 

Often  regional  constraints  dominate  over  community  constraints,  particularly 
if  the  community  is  small  relative  to  the  region.  In  fact,  some  experts  would 

*These  social  values  can  be  quite  striking  if  you  consider  some  ethnic  minorities  like  the 
Chinese,  who  have  a  low  unemployment  rate  of  around  3%  apparently  because  they  are 
willing  to  work  for  as  little  as  $1.50  per  hour.  Similarly,  undocumented  workers  also  are 
willing  to  accept  wages  below  the  market  rate  for  citizens  and  legal  immigrants. 

'These  constraints  are  tricky.  On  the  one  hand  the  objective  of  community  economic 
development  is  to  change  the  local  economy,  while  on  the  other  hand  it  is  obvious  that  the 
basic  character  of  the  economy  may  not  change.  You  may,  for  example,  have  a  bedroom 
community  with  only  some  retail  and  service  businesses  and  with  no  vacant  land,  or  you 
may  have  a  rural  community  that  is  completely  agricultural.  These  represent  strong  con- 
straints on  development. 
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argue  that  these  constraints  are  so  important  that  in  certain  cases  community 
economic  development  may  be  impossible. 


• 


The  state  of  the  regional  economy.  This  requires  identifying  the  trends 
in  terms  of  different  sectors  and  aggregate  growth  or  decline.  Propens- 
ity to  hire  community  residents. 

Legal  Constraints.  These  constraints  can  be  found  at  any  level  of  gov- 
ernment. An  excellent  example  would  be  the  regulations  of  the  Eco- 
nomic Development  Administration  (EDA)  that  do  not  allow  one  to 
use  EDA  funds  to  relocate  a  firm. 

•  Attitudes  of  regional  political  representatives  and  other  regional 
bodies.  If  a  local  senator  or  congressman  is  not  willing  to  support 
your  organization,  you  will  be  continually  facing  an  uphill  battle. 

C.  Resources 

The  determination  of  what  is  a  resource  depends  on  the  particular  situation. 
For  instance,  the  regional  economy  can  be  both  a  constraint  or  a  resource.  An 
upsurge  in  construction  represents  a  resource  that  your  CDO  might  be  able  to 
tap  into  just  as  a  decline  in  manufacturing  may  hurt  the  region  and  be  a  con- 
straint. It  is  useful  to  divide  resources  into  three  categories: 

1.  RESOURCES  OF  THE  CDO 

•  The  education  and  expertise  of  the  CDO  staff 

•  Money  available  to  the  organization 

2.  COMMUNITY  RESOURCES 

•  Volunteers  in  the  Community 

•  Other  community  institutions  —  (if  helpful),  i.e.,  churches,  Chambers 
of  Commerce,  planning  departments,  etc. 

•  Political  resources  —  community  political  representatives,  willing  to 
support  the  CDO's  efforts 

3.  REGIONAL  RESOURCES 

•  The  regional  economy  —  if  prosperous 

•  Financial  resources  provided  by  foundations,  community  trusts,  and 
other  private  sources 

•  Financial  resources  provided  by  the  public  sector 

D.  Components  of  Planning  for  Community  Economic  Development 

As  noted,  a  CDO  is  a  unique  institution.  It  must  interact  with  the  community, 
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the  various  levels  of  government,  and  the  private  sector.  At  the  same  time,  the 
CDO  itself  has  different  components  within  it,  the  Board  of  Directors,  the 
staff,  and  the  for  profit  and  non-profit  wings.  These  different  areas  were  ex- 
plored in  the  worksheet  of  Section  1.4 

Planning  for  community  economic  development  should  take  this  framework 
into  account.   The  challenges  of  planning  are: 

•  How  to  ensure  that  the  people  of  the  community  benefit,  rather  than 
the  physical  area. 

•  How  to  maintain  sufficient  flexibility  to  take  into  account  the  unfor- 
seen  shifts  in  the  private  and  public  sectors,  while  maintaining  a  sound 
direction  for  the  CDO  that  is  in  keeping  with  the  needs  of  the  com- 
munity. 

0  To  ensure  a  close  linkage  between  the  planning  and  implementation 
functions  of  the  CDO. 

The  planning  process  considered  here  addresses  these  challenges.  It  is  organiz- 
ed into : 


Understanding  community  goals 
Formulating  organizational  goals 
Formulating  economic  development  strategies 
From  strategies  to  projects 
Finding  projects 


II.2  UNDERSTANDING  COMMUNITY  GOALS 

In  Section  1.4  you  were  asked  to  create  a  list  of  community  problems  and 
resources.  Now  it  might  be  useful  for  you  to  try  to  establish  priorities  for 
these  problems. 

While  it  may  not  be  possible  to  arrange  these  problems  from  one  through  say 
twenty,  it  is  usually  feasible  to  categorize  them  by: 

•  Critical  problems  —  i.e.,  youth  unemployment  at  50%.  No  pharmacy 
within  10  miles  of  the  community.  Severe  red-lining  in  the  area.  One 
third  of  residential  housing  declared  dilapidated.  No  employment  base 
in  or  near  the  community. 

•  Important  problems  —  i.e..,  poor  knowledge  of  existing  social  seivices 
in  the  community.  Poor  grocery  stores  in  the  area.  Poor  public  transit 
for  the  low  income,  senior  citizens  and  handicapped. 

•  Significant  problems  —  i.e.,  unresponsive  political  representation. 
Graffiti  on  businesses  giving  a  bad  image  to  the  area. 
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A.  Issues  in  Inferring  Community  Goals 

You  may  have  been  surprised  at  the  term  "inferring"  in  the  title  to  this  sub- 
section. Its  use  is  deliberate.  One  cannot  dictate  what  community  goals  ought 
to  be,  but  rather  one  infers  from  all  types  of  data*  what  the  goals  of  the 
community  seem  to  be.  In  sharp  contrast,  organizational  goals  are  creatively 
formulated  by  the  organization.  The  goals  that  you  outline  for  the  commun- 
ity will  only  be  perceptions  of  what  you  think  the  community  wants.  You 
should  try  to  test  these  perceptions  in  a  number  of  ways,  from  talking  to 
other  important  community  groups  in  your  area  to  holding  community  meet- 
ings and  surveys.  Before  you  get  too  involved  in  these  activities,  it  might  be 
useful  to  read  Chapter  VII  . 

An  important  aspect  of  developing  goals  is  to  recognize  the  difference  between 
constrained  and  unconstrained  goals.  In  one  survey,  community  residents 
were  asked  their  priorities  for  community  goals.  Among  the  top  three  were 
large  shopping  centers  with  nice  stores,  increased  employment  opportunities 
in  the  community,  and  decreased  youth-related  crime.  These  are  examples  of 
unconstrained  goals,  and  they  are  often  similar  to  a  "wish  list". 

At  the  same  time,  this  predominantly  residential  community  had  a  record  of 
bitterly  fighting  urban  renewal.*  Thus  if  your  CDO  had  followed  the  uncon- 
strained goal  of  building  a  shopping  center  and  leveling  homes,  it  would  have 
run  into  trouble.  The  more  relevant  question  would  have  been,  "Do  you  want 
a  shopping  center  in  your  area  even  if  it  requires  removal  of  homes,  street 
modifications,  and  increased  air  and  sound  pollution?"  Then  it  would  have  be- 
come a  constrained  goal.  The  nature  of  the  community  created  a  constraint 
on  the  ability  of  the  shopping  center  to  meet  the  real  needs  of  the  commun- 
ity. 

B.  Translating  Community  Problems  and 
Resources  into  Community  Goals 

At  the  beginning  of  Section  II. 2  it  was  suggested  that  you  categorize  commun- 
ity problems  as: 

•  Critical  problems 

•  Important  problems 

•  Significant  problems 

Now  if  goals  are  to  prove  useful  they  should  be  consistent  with  the  overall 
framework  for  planning  presented  in  Section  II.  1  The  constraints  in  sub- 
section II. IB  are  particularly  important.  The  material  developed  in  Section  1.4 
should  also  be  useful. 


*ln  Chapter  I,  different  types  of  data  were  discussed  along  with  a  brief  discussion  on  what 
ought  to  be  gathered.  This  data  gathering  is  supplemented  by  Chapters  VII  and  IX  respect- 
ively. 

*There  was  very  little  vacant  land  available. 
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Keeping  these  things  in  mind,  there  are  two  ways  of  understanding  commun- 
ity goals.  One  approach  brings  out  the  long  run  economic  development  goals 
of  the  community,  while  the  other  simply  takes  the  important  problems  and 
redefines  them  as  community  goals. 

The  first  approach  relies  on  implementing  three  categories  of  economic  de- 
velopment: 

•  Creating  permanent  jobs  for  the  community  —  either  on  the  supply 
side  by  upgrading  education,  skills,  and  better  job  placement,  or  on 
the  demand  side  through  creation  of  business. 

9  Creating  increased  income  for  the  community  either  through  jobs,  as 
above,  or  through  increased  grants  for  the  area. 

•  Creating  improved  services  in  the  community  —  such  as  health,  trans- 
portation, credit  for  residential  and  business  use,  etc. 

The  second  approach  takes  the  list  of  problems  by  category  and  defines  goals 
accordingly.  One  would  then  have: 

•  Critical  goals  —  reduce  youth  unemployment  from  50%  to  25%  over 
the  next  seven  years.  Provide  a  more  convenient  pharmacy  service  to 
the  community  over  the  next  three  years.  Improve  credit  availability 
for  homes  and  businesses  in  the  area  over  the  next  seven  years.  In- 
crease the  quantity  of  good  housing  in  the  community. 

•  Important  goals  —  provide  a  mechanism  to  improve  the  knowledge  of 
existing  social  services  by  the  community  in  the  next  three  years.  Im- 

»  prove  the  quality  of  grocery  stores  in  the  area.  Find  a  mechanism  for 

providing  better  transit  facilities  for  low  income,  senior  citizens  and 
the  handicapped. 

•  Significant  goals  —  help  build  ties  between  the  community  and  the 
political  representatives.  Organize  the  community  to  find  ways  of  re- 
ducing graffiti. 

Either  approach  can  work  well  in  understanding  community  goals.  The  ad- 
vantages of  the  second  approach  lie  in  focusing  attention  on  the  totality  of 
community  needs  rather  than  in  just  concentrating  on  job  and  income  devel- 
opment. While  jobs  and  income  are  certainly  among  the  highest  priorities  of 
economic  development,  there  may  be  situations  where  the  inherent  possibil- 
ities in  a  community  do  not  allow  for  extensive  improvements  in  these  areas. 
In  such  cases,  the  approach  of  community  problem  solving  would  put  prime 
emphasis  on  development  of  services  like  a  pharmacy,  health  care  facility, 
food  stamp  programs,  co-operatives  to  reduce  food  prices,  convalescent 
homes,  etc.  In  such  cases  job  development  would  be  viewed  as  an  important 
secondary  goal.  This  point  is  further  discussed  in  Section  II. 4  as  part  of  form- 
ulating economic  development  strategies. 

Also,  both  approaches  presented  above  have  some  form  of  constraints  built 
into  them.  Thus  the  critical  goal  of  reducing  youth  unemployment  by  one 
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half  is  targeted  over  seven  years.  This  acknowledges  the  realities  of  the  situa- 
tion. 

II.3   FORMULATING  ORGANIZATIONAL  GOALS 

Organizational  goals  represent  the  mission  and  purpose  of  your  CDO.  They 
help  determine  the  allocation  of  organizational  and  community  resources  to- 
ward furthering  community  goals  as  they  were  developed  in  the  last  section. 

As  Chapter  VI  on  Management  and  Organization  points  out,  organizational 
goals  also  help  to  determine  how  the  CDO  should  be  organized.  They  also 
help  to  provide  the  motivation  for  people  to  work  in  the  community.  Perhaps 
the  most  common  mistake  made  by  CDOs  is  to  presume  that  from  the  begin- 
ning you  should  tackle  the  most  critical  community  goals  first.  Remember, 
the  ability  to  make  any  progress  at  implementing  a  goal  is  highly  dependent 
on  the  resources  in  the  community,  your  organizational  capacity,  and  on  ex- 
ternal factors.  If  your  organizational  capacity  is  insufficient  compared  to  the 
magnitude  of  the  task,  you  will  suffer  serious  setbacks.  At  the  beginning,  pick 
something  that  is  more  easily  implemented  and  allows  you  to  build  a  track 
record.  Then  move  onto  bigger  and  better  things. 

A.  Important  Issues  About  Organizational  Goals 

CDOs  often  overlook  the  importance  of  spending  time  on  thinking  through 
their  goals.  This  is  often  viewed  as  a  requirement  of  some  bureaucrat  who 
needs  to  be  dealt  with  to  the  minimum  amount  necessary.  As  the  organization 
starts  facing  the  day  to  day  problems  of  survival,  a  changing  environment, 
etc.,  it  finds  itself  getting  into  activities  that  would  have  seemed  unthinkable 
at  the  beginning.  This  is  not  always  bad,  but  it  can  be  a  sign  that  the  interests 
of  the  community  have  taken  a  back  seat  in  response  to  outside  pressures. 
This  means  that  the  goals  of  the  organization  change  without  anyone  sitting 
down  and  making  the  decision. 

One  of  the  clearest  ways  you  can  see  this  change  of  goals  is  in  the  issue  of 
people  prosperity  versus  place  prosperity.  All  CDOs,  it  is  hoped  are  there  to 
help  the  community.  Then  it  also  follows  that  every  CDO  project  should, 
directly  or  indirectly,  sooner  or  later,  benefit  the  community.  This  is  called 
people  prosperity. 

In  sharp  contrast  it  is  also  possible  to  implement  projects  that  have  a  negative 
impact  on  the  community.  Projects  that  are  particularly  dangerous  in  this 
regard  are  those  that  look  impressive.  Suppose  a  CDO  manages  to  bring  an 
IBM  computer  manufacturing  facility  into  an  inner  city  area.  It  is  a  good  bet 
that  most  of  the  workers  are  going  to  come  from  outside  the  community.* 
Similarly,  their  tastes  will  be  such  that  they  may  tend  to  go  outside  even  for 
their  mid-day  lunch  expenditures  and  thus  deprive  local  restaurants  of  pos- 
sible business.  The  community  probably  would  benefit  minimally.  Another 
case  is  that  of  housing  rehabilitation  that  produces  houses  the  community 
cannot  afford,  resulting  in  an  in-migration  of  higher  income  people  and  an 

*This  could  happen  not  because  IBM  is  discriminating  against  the  community  residents, 
but  because  of  market  forces. 
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out-migration  of  community  residents.  The  community  suffers  instead  of 
benefitting,  and  the  only  benefits  to  the  area  are  an  increased  tax  base.  As 
such  it  is  a  case  of  place  prosperity. 

B.  The  CDO  Goal  Statement 

As  noted,  your  organization's  goals  help  define  the  priorities  of  the  organiza- 
tion. They  also  are  important  in  conveying  the  nature  of  your  CDO  to  the 
community,  political  represenatives  and  any  other  outside  group. 

Determining  your  goals  should  be  the  responsibility  of  your  CDO  board.  If 
the  CDO  also  has  a  community  Board  (see  Chapter  VII)  then  both  boards 
should  also  be  involved  in  the  determination  of  goals. 

Although  the  formal  authority  in  determining  goals  is  a  board  function,  there 
should  be  strong  interaction  with  the  staff.  This  helps  ensure  that  there  is  a 
close  link  between  planning  and  implementation. 

It  is  also  useful  to  break  up  goals  into  short  run  and  long  run  goals.  Short  run 
goals  are  those  that  can  be  implemented  within  your  existing  organizational 
capacity  (see  Section  1.4  for  listing  of  organizational  capacity).  Long  run 
goals,  on  the  other  hand,  require  structural  changes  and  growth  in  your  or- 
ganization before  you  can  implement  them.  Another  important  distinguishing 
characteristic  is  that  the  short  run  goals  place  a  stronger  emphasis  on  the  de- 
velopment of  the  organization  while  long  run  goals  emphasize  the  implemen- 
tation of  community  goals. 

To  illustrate  these  points,  goals  for  two  different  CDOs  —  The  East  Los 
Angeles  Community  Union  (TELACU)  and  Kentucky  Highlands  Investment 
C&rporation  (KHIC),  are  presented: 

1.  TELACU  Goals 

a.  Short  Run 

•  To  garner  contracts  from  the  public  sector  that  help  develop  the  eco- 
nomy of  its  area. 

•  Establishing  non-profit  organizations  that  could  fill  the  gaps  in  pro- 
viding vital  institutions  for  community  economic  development.  In  this 
case  funding  would  be  dependent  on  leveraging  money  from  the  pub- 
lic sector. 

•  Build  up  networks  of  contracts  with  the  public  and  private  sector  for 
use  in  pursuing  the  long  run  goals  of  the  organization. 

•  Build  up  management  capacity  in  the  organization  required  to  accom- 
plish long  run  goals. 

•  Organize  an  investment  strategy  for  venture  capital.* 
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These  goals  benefit  from  the  previous  unsuccessful  experience  of  directly 
jumping  into  starting  new  businesses. 

b.   Long  Run 

c       Create  large  scale  employment  opportunities  for  its  community,  both 
through  CETA  programs  and  job  creation  in  an  industrial  park. 

•  Start  businesses  that  fill  gaps  in  existing  community  needs,  i.e.,  in- 
crease credit  availability. 

•  Start  businesses  that  provide  revenue  for  TELACU  to  start  its  own 
programs  in  the  community. 

•  Establish  TELACU  as  an  important  voice  for  the  community. 

Establish  important  human  services  for  the  community,  like  transpor- 
tation for  the  elderly  and  handicapped,  etc. 

In  the  case  of  KHIC,  located  in  rural  Kentucky,  in  a  community  of  about 
200,000  people  spread  over  30  square  miles,  the  pattern  of  goal  development 
seems  to  have  been  similar  to  TELACU. 

Initially,  the  thrust  was  toward  immediate  job  development  like  TELACU, 
and  while  the  failure  was  not  quite  as  dramatic  the  overall  impact  was  margin- 
al. Thus,  beginning  in  1972,  while  the  overall  goals  in  terms  of  job  creation 
remained  the  same,  considerably  more  emphasis  was  placed  on  planning. 

2.  KHIC  Goals 

a.  Short  Run 

•  Build  up  organizational  capacity  to  attract  firms  to  the  area  and  facil- 
itate their  activities. 

•  Establish  a  planning  process  that  allows  the  CDO  to  systematically 
seek  ventures. 

•  Explore  ways  of  providing  for  the  health  needs  of  the  community. 

b.  Long  Run 

•  Creation  of  permanent  jobs  in  self  reliant  businesses. 

The  creation  of  an  asset  base  that  makes  Kentucky  Highlands  inde- 
pendent of  any  one  funding  source. 

•  Organizing  businesses  in  which  Kentucky  Highlands  would  have  equity 
but  would  not  control. 


*As  indicated,  TELACU  is  a  Title  VII  Community  Development  Corporation  under  the 
Community  Services  Administration  (CSA),  and  thus  receives  venture  capital  from  the 
CSA. 
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•  Set  up  health  care  programs  in  the  area. 

•  Provide  technical  assistance  to  other  community  groups  in  setting  up 
industrial  parks,  etc.,  in  their  area. 

II.4   FORMULATING  ECONOMIC  DEVELOPMENT  STRATEGIES 

Once  your  CDO  has  defined  its  goals,  you  need  a  detailed  plan  to  implement 
them.  There  are  two  parts  to  this  process,  a  logical  sequence  of  steps  necessary 
to  produce  implementable  programs  of  action,  and  the  nitty  gritty  efforts  of 
building  organizational  capacity,  community  consensus,  political  and  agency 
networks,  etc.  Then  there  is  the  whole  process  of  picking  projects,  determin- 
ing project  criteria,  and  finding  resources  to  implement  Planning  and  Packag- 
ing an  individual  project  as  covered  in  Chapter  III. 

All  these  diverse  activities  are  considered  under  economic  development  strate- 
gies. 

A.  The  Framework  for  Formulating  Economic  Development  Strategies 

Given  the  CDO  goals,  a  five  step  procedure  is  useful  in  deciding  on  invest- 
ment strategies: 
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Convert  goals  to  specific  obectiues  —  i.e.,  train  150  community  mem- 
bers in  construction  skills  over  the  next  18  months. 

Consider  various  alternatives  —  i.e.,  1)  Use  GET  A  programs  to  place 
these  workers  wherever  possible,  in  or  outside  the  community.  2)  Have 
them  work  on  a  CDO  project  in  the  community. 

Predict  consequences  —  what  are  the  likely  consequences  of  each  al- 
ternative? What  will  be  the  benefits  to  the  community?  What  will  be 
the  costs  to  the  CDO?  To  the  Community?  For  example,  by  placing 
the  workers  wherever  jobs  are  available,  the  people  placed  will  get  a 
wider  range  of  experience  for  the  larger  job  market.  On  the  other 
hand,  by  working  in  the  community  there  will  be  two  benefits,  the  in- 
come earned  by  the  workers  and  the  services  provided  to  the  commu- 
nity. Also,  your  CDO  will  get  better  exposure. 

Value  the  Outcomes  —  keeping  in  mind  that  some  alternatives  will  be 
better  with  respect  to  certain  objectives  than  with  others,  how  should 
different  combinations  of  objectives  be  compared?  Suppose  you  use 
the  150  trainees  in  the  community  to  build  a  health  center.  If  your 
CDO  puts  emphasis  on  the  objective  of  providing  for  health  needs, 
then  alternatives  of  placing  the  trainees  in  the  community  would  be 
more  valuable.  On  the  other  hand,  if  the  trainees  are  going  to  be  used 
in  building  park  benches  in  the  community,  then  the  CDO  might  find 
it  better  to  place  them  outside  the  community.  The  value  of  the  ob- 
jectives determines  the  choice  of  the  alternatives  picked. 

Make  a  choice  —  after  considering  all  aspects  of  the  analysis,  decide 
on  the  best  way  to  go. 
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It  should  be  emphasized  that  it  is  not  always  possible  to  choose  a  course  of  ac- 
tion in  such  an  orderly  fashion.  Reality  is  far  more  complicated.  You  may 
have  to  proceed  through  these  steps  a  number  of  times.  The  logical  steps  pre- 
sented should,  however,  help  you  think  through  the  problem  systematically. 

Often  people  will  tell  you  to  consider  all  alternatives.  This  usually  means  that 
they  have  not  been  involved  in  a  meaningful  planning  and  implementation 
effort.  Usually  two  or  three  alternatives  are  sufficient.  The  important  thing  is 
to  keep  an  open  mind  as  you  proceed  with  your  analysis. 

While  the  actual  strategies  you  adopt  will  depend  on  the  comparative  advan- 
tages in  your  community  and  the  state  of  your  organization,  the  following  list 
should  give  you  ideas.  Appendix  B  will  provide  you  with  some  potential  fed- 
eral funding  sources. 

Industrial  Expansion  or  Retention 

•  Commercial  Revitalization 

•  Transportation 

•  Housing  Rehabilitation 

•  Land  Banking 

•  Manpower  Programs  —  CETA,  etc. 

•  Financial  Institutions 

•  Retail  Business  Development 

•  Services  —  i.e.,  Convalescent  Homes,  etc. 

•  General  Construction 

•  Historic  Preservation 

B.  A  Characterization  of  Different  Economic 
Development  Strategies 

Given  the  large  variety  of  problems  in  a  community  and  the  multiplicity  of 
organizational  goals,  your  CDO  will  often  have  a  large  number  of  strategies  to 
choose  from.  All  of  these  strategies  will  have  one  or  all  of  the  following 
characteristics : 

•  Generating  revenue  for  the  CDO  to  increase  its  organizational  capacity 
with  respect  to  its  long  run  goals. 
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Stressing  community  advocacy  for  existing  government  programs. 
Utilizing  government  contracts  to  provide  services  for  the  community. 
Developing  business  —  for  profit  ventures. 
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Consider  an  effort  to  rehabilitate  homes.  If  done  correctly,  it  will  improve  the 
community's  stock  of  housing.  There  might  be  other  spinoffs  as  well.  In  the 
process  of  implementing  projects  new  CDO  staff  are  trained  and  those  lacking 
the  required  skills  are  identified  or  fired.  Better  still,  you  might  find  room  in 
the  budget  for  moving  into  other  strategies,  such  as  a  business  development 
strategy  of  housing  rehabilitation  led  to  the  above  stated  points.  Consider 
another  CDO  effort  to  try  to  get  more  revenue  sharing  for  the  community  as  a 
whole.  Although  clearly  a  case  of  community  advocacy,  it  might  lead  to  other 
community  groups  creating  government  programs  that  provide  jobs  and  skills 
for  the  community.  Then  the  strategy  has  led  to  the  second  and  fourth  points 
above. 

In  a  business  development  effort,  there  should  be  two  objectives:  1)  to  gener- 
ate a  profit  and  2)  to  provide  a  service  to  the  community.  The  profit  can  then 
be  utilized  for  whatever  purposes  your  CDO  and  the  community  deem  fit. 

As  one  goes  down  the  list  these  strategies  become  increasingly  difficult.  Busi- 
ness development,  in  particular,  is  by  far  the  most  difficult  for  a  CDO  to  plan 
and  implement.  Unfortunately,  business  development  strategies  are  precisely 
the  ones  required  to  implement  economic  development  on  any  meaningful 
scale. 

Data  compiled  by  Dunn  &  Bradstreet  reveal  that  the  private  sector  itself  is  not 
very  good  at  launching  small  businesses.  Their  findings  suggest  that,  on  the 
average  across  the  nation,  one  third  of  the  small  businsses  fail  during  the  first 
year  of  operation,  one  half  by  the  second  year,  two-thirds  by  the  fourth  year 
and  four-fifths  by  the  tenth  year.  Since  CDOs  are  often  located  in  economi- 
cally depressed  areas,  the  risks  for  business  development  are  even  greater.  It  is 
generally  believed  that  the  major  cause  for  this  failure  lies  in  management. 

Since  some  of  the  prime  clients  of  this  Handbook  are  community  groups  with 
a  social  service  background  that  are  for  the  first  time  moving  into  economic 
development,  it  is  useful  to  divide  these  strategies  into  non-profit  and 
for-profit  types.  All  business  development  is  then  a  for-profit  category. 

If  you  are  seriously  going  to  pursue  business  development  as  a  strategy,  re- 
member to  consider  a  large  number  of  possibilities  and  not  quickly  focus  on 
manufacturing  or  retail  trade.  An  often  overlooked  area  involves  convalescent 
and  senior  citizen  homes,  food  co-operatives,  farmer  co-operatives  etc.  A  con- 
siderable amount  of  federal  money  has  been  committed  to  helping  senior  cit- 
izens obtain  these  services  that  result  in  their  being  ripped  off.  A  CDO  with  its 
roots  in  the  community  and  high  motivation  can  deliver  quality  care  and  per- 
haps make  a  profit  that  can  be  utilized  in  other  social  service  programs. 

Another  often  overlooked  area  is  tourism.  If  you  are  in  an  ethnic  neighbor- 
hood or  in  a  rural  area  with  a  rich  historical  past,  then  it  might  be  more  advis- 
able to  build  on  economic  development  strategy  around  these  community  re- 
sources. Your  CDO  could  aid  local  merchants  in  setting  up  a  Local  Develop- 
ment Corporation  (LDC),  or  create  a  MESBIC  for  investing  equity  capital  in 
commercial  centers  catering  to  the  tourist  trade. 
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C.  Linking  Economic  Development  Strategies 

Once  you  have  analyzed  a  number  of  potential  economic  development  strate- 
gies, your  next  step  is  to  consider  linkages  among  strategies.  These  linkages  are 
obvious  when  you  consider  CETA  programs,  since  you  can  link  them  with 
other  programs  funded  by  the  government  or  you  can  create  new  programs  in 
the  community  to  meet  important  needs.  For  instance,  Adopt-a-Building  in 
New  York  uses  CETA  funds  to  train  residents  to  rehabilitate  old  residential 
buildings  in  conjunction  with  over  $5,000,000  from  HUD.  Similarly, 
TELACU  uses  CETA  money  to  support  the  Senior  Citizens  Food  Co-opera- 
tive. 

The  concept  of  leue raging  explained  in  Section  VII. 1  creates  financial  linkages 
among  projects  and  strategies.  Thus,  a  MESBIC  (see  the  Glossary  of  Technical 
Terms)  provides  an  attractive  vehicle  for  building  up  community  businesses 
but  when  linked  with  say  an  industrial  park  or  CETA  Title  VI  programs  be- 
comes particularly  powerful. 

A  third  type  of  linkage  results  from  the  interactions  in  the  economic  system. 
An  economic  development  strategy  will  hopefully  produce  increased  employ- 
ment and  income  in  the  community.  There  are,  however,  three  types  of 
employment  and  income  effects: 

•  Directo  employment  or  Income  —  from  the  labor  force  working  on 
the  project  or  venture.  Suppose  a  CDO  starts  a  shoe  manufacturing 
factory  hiring  50  workers  with  a  payroll  of  $500,000  per  year. 

•  Indirect  Employment  or  Income  —  created  in  industries  providing  the 
industry  with  goods  and  services.  Suppose  the  shoe  factory  purchases 
hides  from  a  tannery  that  adds  to  its  work  force  to  meet  the  increased 
demand.  The  tannery  then  adds  10  workers  with  a  payroll  of 
$100,000 

•  Induced  Employment  or  Income  —  created  by  the  purchase  of  addi- 
tional goods  and  services  by  the  labor  force,  directly  or  indirectly  em- 
ployed by  the  project  and  project  suppliers.  Now  suppose  the  50 
workers  at  the  shoe  factory  spend  half  their  income  of  $500,000  in 
the  area  just  like  the  tannery  workers  who  spend  half  their  payroll  in 
the  area.  This  creates  30  more  jobs  and  a  payroll  of  $300,000. 

Thus  total  employment  created  by  the  project  includes  direct,  indirect  and 
induced  employment.  A  total  of  90  jobs  would  have  been  created.  The  total 
payroll  would  be  $900,000. 

As  a  practical  matter  in  an  economy  such  as  the  U.S.,  those  different  catego- 
ries of  employment  and  income  impacts  can  be  spread  over  vast  distances.  The 
tannery  may  be  1000  miles  away  from  the  shoe  factory.  While  in  a  large  rural 
county  there  may  be  indirect  employment  created,  the  chances  for  a  small 
inner  city  area  to  generate  indirect  employment  are  highly  unlikely. 
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The  situation  is  quite  different  regarding  induced  employment  or  income. 
Even  in  the  case  of  an  inner  city  urbanized  area  like  unincorporated  East  Los 
Angeles,  mentioned  in  Chapter  I,  almost  80%  of  the  annual  household  expen- 
ditures were  in  the  community.  For  large  rural  areas,  for  a  project  located 
near  the  center  employing  local  residents,  the  percentage  of  local  expenditures 
would  be  just  as  high,  if  not  higher. 

This  means  that  there  are  opportunities  to  capture  these  induced  employment 
and  income  effects.  The  simplest  case  is  that  of  putting  in  a  large  office  build- 
ing and  starting  a  restaurant,  or  helping  one  to  get  started,  that  caters  to  the 
"lunch  hour"  needs  of  the  workers.  A  very  detailed  market  analysis  would 
naturally  be  required  before  starting  such  a  venture. 

Keep  in  mind  the  difference  between  one  shot  and  permanent  projects.  If  a 
CDO  hires  five  people  to  upgrade  a  community  center  then  the  employment 
impact  is  different  than  for  a  business  which  hires  five  people  permanently. 
The  improved  services  of  the  community  center  remain. 

D.  Some  Practical  Aspects  of  Formulating  Economic 
Development  Strategies 

As  you  start  formulating  economic  development  strategies  you  have  to  make 
some  crucial  choices: 

•  To  what  extent  does  your  CDO  want  to  "run  the  show"  —  versus  crea- 
ting organizations  that  can  be  spun  off  —  or  helping  existing  organiza- 
tions in  the  community. 

*  What  will  be  the  form  of  community  involvement  in  strategy  formula- 
tion. You  may  decide  to  limit  it  to  the  CDO  Board  or  you  may  want 
to  broaden  it  by  organizing  a  community  board  for  each  individual 
strategy. 

Your  first  choice  is  particularly  crucial.  If  you  do  not  wish  to  have  your  CDO 
in  charge  of  everything  (and  there  may  be  some  very  good  reasons  for  this), 
you  will  be  either  providing  incentives  for  private  and  public  sector  organiza- 
tions or  you  will  be  going  to  existing  community  organizations  and  providing 
them  technical  assistance.  Then  the  type  of  organizational  capacity  will  be 
very  different  from  the  type  necessary  to  run  businesses  yourself.  TELACU, 
for  instance,  tends  toward  running  things  itself.  Thus  there  is  a  TELACU 
Industrial  Park.  KHIC,  on  the  other  hand,  tends  to  spin  off  ventures  or  aid 
other  community  groups. 

In  either  case  it  is  important  for  you  to  keep  in  mind  that  building  up  the  or- 
ganizational capacity  of  the  CDO  is  an  integral  part  of  any  strategy  formula- 
tion. In  fact,  in  some  cases  where  a  long  run  difficult  goal  is  being  attempted, 
it  sometimes  makes  sense  to  develop  organizational  capacity  before  even 
attempting  the  definition  of  specific  objectives. 

For  example,  both  KHIC  and  TELACU  have  been  attempting  to  provide 
health  care  in  the  community  for  at  least  two  years.  So  far  no  health  care 
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facility  is  in  operation  or  even  being  constructed.  The  long  delay  is  not  due  to 
inefficiency  but  to  the  complexities  of  the  strategy  and  project.  Now  if  either 
CDO  boards  had  sat  down  and  passed  a  resolution  that  three  years  hence  a 
Health  and  Maintenance  Organization  (HMO)  would  be  in  operation,  they 
would  have  been  way  off,  both  in  terms  of  the  type  of  health  institution 
necessary  and  the  deadlines. 

II.5  FROM  STRATEGIES  TO  PROJECTS 

There  are  two  aspects  before  implementing  an  economic  development  strategy 
through  projects.  The  first  element  is  finding  projects.  The  second  is  actually 
selecting  among  them. 

A.   Finding  Projects 

There  are  two  broad  types  of  projects  that  require  different  search  strategies. 
They  are : 

Non-profit  projects  —  including  economic  development  programs  like 
CETA  and  non-profit  institutions  like  Business  Development  Center  of 
OMBE. 

•        For-profit  business  development  projects  including  institutions  like 
MESBICs. 

For  non-profit  projects  the  quickest  route  is  to  write  down  your  strategy  and 
look  through  the  Catalog  of  Federal  Domestic  Assistance.  Appendix  B  also 
presents  a  useful  summary  of  programs.  Section  VIII.3  explains  the  cross 
references  available.  This  allows  you  to  identify  a  large  number  of  potential 
projects  for  which  your  CDO  is  eligible.  For  setting  up  institutions  like 
Business  Development  Centers,  it  is  best  to  contact  OMBE  directly. 

The  more  difficult  part  of  your  search  comes  after  you  identify  a  program 
that  could  be  useful  in  your  strategy.  It  is  best  to  make  a  person  responsible 
for  learning  ail  about  the  relevant  set  of  programs.  Thus  if  your  interest  is 
housing  rehabilitation,  appoint  or  hire  someone  to  become  an  expert  on  all 
appropriate  housing  programs.  Then  this  person  should  also  be  in  charge  of 
developing  appropriate  contacts  at  the  local,  state  and  federal  level  to  deter- 
mine the  important  decision-makers  and  discover  the  fine-tuning  of  grants- 
manship. 

For  business  development  projects  within  a  particular  strategy,  your  biggest 
problem  is  to  find  equity  capital  if  you  are  not  a  Title  VII  CDC.  There  are 
two  ways  to  possibly  obtain  this  money.  You  can  go  to  private  foundations, 
community  trusts,  etc.,  and  link  it  up  to  various  government  programs  of  the 
Small  Business  Administration.  Chapter  VIII  can  aid  you  in  putting  together 
additional  sources  of  financing  for  a  strategy. 

While  there  are  few  organized  procedures  for  finding  business  ventures,  it  is 
useful  to  keep  in  mind  all  the  six  possible  options  available.  These  are: 
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Figure  II.  1 


SIX  ALTERNATE  FORMS  OF  BUSINESS  OWNERSHIP 
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Thus,  a  CDO  starting  a  new  business  under  complete  ownership  would  be 
alternative  1,  while  if  it  joins  ventures  with  someone  else  it  would  be  follow- 
ing Alternative  2.  Similarly,  one  can  buy  complete  ownership  of  an  existing 
successful  business  (Alternative  3)  or  of  a  failing  business  (Alternative  5). 

The  trick  to  finding  ventures  is  to  make  yourself  visible  so  that  they  can  find 
you.  If  you  can  set  yourself  up  as  a  MESBIC  or  other  equity  holding  group 
(see  Section  VIII. 1),  you  will  attract  entrepreneurs  more  easily.  Make  your- 
self known  to  lawyers  associations  in  general,  and  bankruptcy  lawyers  in  par- 
ticular, besides  professionals  such  as  accountants,  bankers,  and  financial  con- 
sultants. 

Often  these  professionals  are  aware  of  business  possibilities.  Once  you  know 
the  type  of  business  you  want  you  can  also  advertise  in  the  appropriate  trade 
magazines.   Your  local  librarian  should  be  able  to  help  you  there. 

If  your  CDO  board  has  been  selected  keeping  in  mind  the  needs  of  economic 
development  (see  Section  VIII. 2),  then  your  board  should  also  be  helpful  in 
finding  businesses. 

B.    Project  Selection  Criteria 

Even  if  you  have  a  well  defined  economic  development  strategy,  and  you 
found  a  number  of  potential  projects,  you  still  must  pick  the  appropriate 
ones.  While  this  matter  is  taken  up  in  detail  in  Chapter  III,  there  are  three 
categories  of  relevant  questions: 

1.    How  will  it  help  the  community? 

a.     In  terms  of  alleviating  community  problems  identified  in  Section 
1.4. 
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b.  In  terms  of  jobs,  income  and  services.  Remember  to  break 
down  employment  and  income  effects  by  direct,  indirect  and  in  - 
duced. 

2.    How  will  it  help  the  CDO? 

a.  In  terms  of  image  in  the  community. 

b.  In  terms  of  organizational  capacity 

c.  In  terms  of  future  survival. 


11.20 


INDIVIDUAL 

PROJECT 
PLANNING  6 
PACKAGING 


CHAPTER  III 
INDIVIDUAL  PROJECT  PLANNING  AND  PACKAGING 


CHAPTER  SUMMARY 

At  this  stage  in  working  through  the  rational  development  process,  you  have 
formulated  what  we  have  called  your  "investment  strategy".  You  know  what 
the  needs  and  resources  of  your  community  are.  You  also  know  your  capa- 
bilities and  limitations  as  a  CDO.  You  have  a  clear  picture  of  exactly  which 
community  needs  you  will  address  and  in  what  order.  You  have  defined 
your  CDO  goals  and  broken  them  down  to  measurable  and  achievable  objec- 
tives. Furthermore,  you  have  chalked  out  action  plans  or  strategies  to  accom- 
plish each  defined  goal.  Within  these  strategies,  you  have  searched  for  possible 
projects  to  implement  and  have  identified  several  that  look  like  good  bets. 
This  chapter  takes  you  through  the  next  logical  step  in  the  development 
process— the  "Planning  and  Packaging"  of  individual  non-profit  and  business 
projects.  In  the  preceding  two  chapters,  you  assessed  community  problems  in 
general  and  developed  overall  goals  and  strategies  for  your  CDO.  Now  you  will 
select  a  particular  problem  and  design,  one  by  one,  specific  projects  that  you 
can  implement  within  your  overall  investment  strategy. 

Project  packaging  is  the  important  link  between  your  investment  strategy  and 
the  final  implementation  of  economic  development  that  comes  out  of  it.  For, 
before  you  can  actually  implement  a  project,  you  must,  at  the  least,  secure 
the  finances  for  it.  In  most  cases  this  is  someone  else's  money— be  it  a  public 
or  private  source.  You  will  see  in  greater  detail  in  Chapter  VIII  that  whatever 
source  offers  to  finance  your  project  will  make  sure  to  get  its  money's  worth 
out  of  you  before  you  get  the  money.  More  importantly,  you  yourself  want 
to  make  sure  that  you  do  not  have  a  project  that  is  poorly  run,  frustrates 
those  involved,  and  meets  no  one's  needs.  Thus,  to  ensure  the  greatest  advan- 
tage of  your  economic  development  efforts  and  also  to  be  able  to  secure 
finances,  you  will  want  to  work  out  all  the  intricate  details  of  any  project  that 
you  wish  to  implement.  However,  the  same  word  of  caution  once  again:  What 
is  presented  here  as  a  logical  linear  process  is  in  reality  an  incremental  course 
of  action.  You  will,  of  course,  want  to  know  as  much  and  plan  out  as  many 
details  of  every  project  prior  to  implementation  as  possible.  However,  infor- 
mation is  expensive,  there  are  diminishing  returns  to  information  and  there  is 
never  a  hard  and  fast  answer  to  the  question:  How  much  planning?  As  Figure 
III.O  shows,  this  chapter  is  divided  into  three  major  sections:  1)  preparing  the 
project  plan,  2)  writing  the  project  proposal,  and  3)  preparing  a  business  plan 
and  proposal.  The  first  section  deals  with  non-profit  projects  while  the  last 
section  is  geared  to  for-profit  ventures. 
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Figure  III.O 
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HOW  THE  CHAPTER  IS  USEFUL 

If  you  follow  the  process  outlined  in  this  chapter,  you  can  achieve  several 
things : 

•  "Fine  tune"  a  problem  you  are  addressing  within  your  investment 
strategy  (Chapter  II. 4). 

•  Gather  the  information  from  your  initial  assessment  (Chapter  1)  and 
collect  more  (only  if  need  be!)  to  clarify  and  substantiate  the 
problem. 

•  Take  a  closer  look  at  the  possible  projects  you  have  identified  in 
Chapter  II.  5  as  possible  solutions  to  the  problem. 

•  Select  the  project  you  would  implement  as  a  solution  to  the  prob- 
lem. 

•  Identify  the  project  goals  and  objectives. 
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•  Define  the  methodology  for  meeting  the  objectives. 

•  Identify    the   resources   you   have    or   would   need   (Chapters  I  and 
VIII)  for  the  project. 

•  Identify  how  you  would  evaluate  your  progress  and  end  results. 

All  this  will  directly  feed  into  your  project  proposal  or  business  plan,  and  help 
others  (including  evaluators  and  funding  sources)  understand  what  you  are 
about. 

Figure  III.l  shows  the  major  steps  involved  in  packaging  non-profit  projects 
and  for-profit  business  projects.  The  important  aspects  of  the  application  pro- 
cess common  to  both  can  be  seen  in  the  middle. 


III.l  PREPARING  THE  PLAN  FOR  NON-PROFIT  "REGULAR" 
PROJECTS 

The  project  plan  you  develop  will  become  your  implementation  guide.  You 
are  starting  with  a  general  notion  of  a  problem  that  needs  to  be  solved  and 
you  want  to  end  up  with  a  complete  project  plan.  These  are  the  steps  in- 
volved: 

A.  Analyzing  the  Problem 

The  first  step  is  to  fully  define  the  problem  you  identified  in  your  investment 
strategy.  An  important  distinction  here  is  a  change  in  scale  and  specificity.  In 
Chapter  I  and  Chapter  II  you  assessed  and  analyzed  community  problems  in 
general  and  developed  overall  goals  and  objectives  for  your  CDO.  Now  you 
select  a  particular  problem  you  want  to  readdress  and  design  specific  projects 
that  you  can  implement  within  your  overall  investment  strategy.  To  find  out 
as  much  as  possible  about  the  problem,  you  need  to: 

•  State  the  problem  precisely 

•  Support  it  with  facts 

•  Explain  its  causes 

•  Describe  the  consequences  of  not  solving  the  problem 

It  sounds  fairly  straightforward,  but  fight  the  urge  to  find  solutions  until  you 
have  agreed  upon  all  these  factors.  Writing  them  down  is  perhaps  the  best 
approach. 

1.  WRITING  A  PROBLEM  STATEMENT 

Since  problems  usually  have  a  negative  connotation,  the  clearest  way  to  state 
one  is  to  use  the  negative  form : 


i 
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Figure  III.l 
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•  "There  are  no..." 

•  "The  CDO  has  not.  .  ." 

•  "The  Community  does  not ..."  etc. 

■ 

Narrow  the  problem.  Nail  it  down  with  a  single  statement  and  have  everyone 
agree  on  it.  Consider  the  following  sample  problem  statement: 

Sample  Problem  Statement:     "There  are  not  enough  jobs  for  the  residents 
of  the  community." 

It  could  be  stated  as,  "The  community  has  an  unemployment  problem,"  but 
that  would  not  be  a  succinct  problem  statement,  and  it  succumbs  to  too  many 
interpretations.  It  could  be  that  the  community  has  a  large  number  of  alco- 
holics who  cannot  stick  to  a  job  even  though  jobs  abound;  therefore,  alack  of 
jobs  is  not  the  problem.  It  could  be  that  the  resident  work  force  is  poorly 
skilled  and  that  there  are  a  lot  of  industries  which  have  very  little  use  for  un- 
skilled labor.  Thus  it  is  best  to  define  a  problem  with  a  precise  statement 
about  what  does  not  exist,  what  cannot  be  done  or  what  you  do  not  have. 

2.  SUBSTANTIATING  THE  PROBLEM 

Having  stated  the  problem,  you  now  need  to  define  it  in  greater  detail  and 
substantiate  it  with  answers  to  questions  like: 

•  How  big  is  the  problem? 

•  How  many  people  are  involved  and  specifically  who? 

•  What  numbers  can  be  cited? 

•  What  caused  the  problem? 

•  What  would  happen  if  the  problem  is  not  solved? 

•  What  other  efforts  have  been  made  to  solve  the  problem? 

Most  of  these  answers  can  be  found  through  the  assessment  of  your  commun- 
ity (Chapters  I  and  IX).  All  you  need  to  do  is  gather  the  relevant  answers  and 
arrange  them  for  precise  substantiation  of  the  problem. 

Sample  Problem  Substantiation:  "The  resident  work-force  is  approximately 
42,500  of  whom  7,188  lack  jobs.  This  works  out  to  an  unemployment  rate 
of  17%.  If  4%  is  an  acceptable  unemployment  rate,  some  5,500  more  people 
presently  unemployed  will  have  to  obtain  jobs.  These  unemployed  people  are, 
on  the  average,  34  years  of  age,  have  had  9.5  years  of  schooling,  and  0.4  years 
of  vocational  training.  Only  6%  of  them  possess  any  managerial  or  adminis- 
trative skills,  whereas  40%  are  laborers.  In  other  words,  the  unemployed  in 
the  community  are  mostly  low-skilled  and  in  need  of  employment  that  re- 
quires unskilled  workers  and  that  train  people  on  the  job. 
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However,  the  employment  base  within  the  community  consists  of  17,150  jobs 
of  which  23.4%  require  managerial-administrative  and  professional-technical 
skills,  31.4%  require  sales  and  clerical  skills  and  only  2.4%  require  unskilled 
workers.  Thus  only  22%  of  the  community  work-force  can  find  work  within 
the  community,  for  there  simply  are  not  enough  low-skilled  jobs  to  go 
around.  More  than  50%  of  the  people  working  in  the  community  employment 
base  are  outsiders  who,  with  their  higher  skills,  are  constantly  forcing  the 
resident  work -force  out  of  the  few  jobs  that  could  have  used  unskilled  labor. 
With  the  job  market  tight  all  over,  this  trend  would  continue  for  the  worse 
with  even  more  community  residents  losing  jobs.  Furthermore,  the  personal 
income  earned  by  members  of  the  community,  already  alarmingly  low  with 
23%  of  the  households  below  poverty,  would  further  decline  and  depress  the 
economic  health  of  the  community.  Moreso,  in  the  absence  of  real  jobs, 
trainees  fail  to  be  absorbed  by  mainstream  employment." 

We  have  substantiated  the  lack  of  low  skilled  jobs  as  the  problem  and  have 
answered  the  initial  questions  we  raised  about  the  problem  in  the  community. 

In  the  process,  we  also  raised  several  other  issues  which  may  be  more  signifi- 
cant than  the  initial  problem  stated.  In  this  case,  there  is  not  only  a  shortage 
of  jobs,  but  a  shortage  of  jobs  that  require  low-skilled  workers  and  develop 
skills  on  the  job.  The  magnitude  of  the  shortage  is  such  that  a  massive  effort 
at  creating  new  jobs  is  required,  followed  by  some  affirmative  action  for 
assuring  that  community  residents  are  hired. 

To  fully  solve  the  problem,  all  these  issues  will  have  to  be  considered.  If  we 
had  not  substantiated  the  problem,  these  contributory  factors  might  have 
been  overlooked.  Let  us  now  consider  them  in  our  solution. 

B.  Selecting  the  Project 

As  a  CDO  your  main  course  for  solving  problems  will  be  by  implementing  pro- 
jects. You  can  undertake  several  projects  to  solve  a  particular  problem.  At  this 
stage  in  the  Development  Process,  you  have  already  defined  your  CDO  goals 
and  objectives.  Several  possible  projects  that  you  can  undertake  have  been 
identified  (Chapter  II).  You  have  considered  your  community  needs  and  re- 
sources along  with  your  capabilities  as  a  CDO.  You  have  looked  for  poten- 
tial financing  sources  to  fund  the  projects.  Your  present  task  is  to  select  a 
project  for  implementing  from  the  list  of  possible  projects  in  your  problem- 
set  framework. 

If  your  project  is  a  business  venture,  the  process  still  involves  the  same  logic  as 
outlined  in  this  section,  however,  planning  and  packaging  business  ventures 
entail  certain  technical  details  that  will  be  explained  separately  in  Section 
III.3. 

The  process  for  projects  in  general  involves  working  out  the  details  of  each 
possible  project  and  one  by  one  eliminating  them  to  concentrate  on  the  one 
that  proves  to  be  the  most  feasible  or  efficient  under  the  real  world  con- 
straints. You  will  find  the  methods  of  ex -ante  evaluation  discussed  in  Chap- 
ter X  very  useful  in  helping  you  choose  the  right  project. 
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You  may  want  to  brainstorm  with  your  group,  set  up  community  panels  and 
working  committees  to  go  over  your  problem  substantiation  and  discuss  all 
solutions  until  you  find  the  one  everyone  thinks  will  work.  But  be  sure  the 
projects  being  discussed  at  every  stage  solve  the  problem,  are  possible  given 
your  resources,  and  will  have  the  support  of  all  concerned.  You  should  be 
asking  questions  like: 

•  Which  project  will  best  solve  the  problem? 
®  Is  the  solution  short-term  or  long-term? 

•  What  resources  will  we  need  for  each  project? 
®  Do  we  have  or  can  we  get  these  resources? 

•  Will  people  support  our  project? 

If  your  solution  still  holds,  move  along  in  detailing  your  project  plan.  For  the 
purposes  of  illustration,  choose  the  following  sample  project  for  a  problem. 

Sample  Project:  "Convert  the  vacant  tire  plant  covering  46  acres  in  the  com- 
munity into  an  industrial  park  for  new  manufacturing  facilities  to  employ  low- 
skilled  residents  of  the  community." 

Your  next  step  is  to  derive  the  project  goals  and  objectives,  much  in  the  same 
manner  you  formulated  your  community  and  CDO  goals  and  objectives. 

1.  PROJECT  GOALS 

Once  again,  goals  and  objectives  are  the  measurable  results  you  want  to  ac- 
complish within  a  specific  period  of  time.  They  describe  the  outcome  of  the 
project  and  not  the  process  involved.  We  shall  go  into  the  process  in  our 
methodology  section  of  the  project  plan. 

Let  us  consider  the  following  sample  project  goal: 

Sample  Project  Goal:  "To  construct  an  industrial  park  and  substantially  in- 
crease the  number  of  jobs  available  to  the  community  residents  by  1980." 

Notice  that  the  goal  is  a  statement  made  in  fairly  broad  terms.  It  falls  right 
out  of  the  initial  problem  statement.  It  has  not  been  shown  how  you  will 
solve  the  problem,  though  description  of  the  end  result  shows  that  the  prob- 
lem can  be  solved  within  a  specified  date. 

An  objective  is  much  like  a  goal  but  it  covers  a  shorter  time  period  and  is 
more  specific.  It  is  the  smaller  result  which,  when  combined  with  other  ob- 
jectives, leads  to  accomplishing  the  project  goal.  Like  overall  CDO  objectives, 
project  objectives  should  specifically  describe:  1)  the  key  result  you  will 
achieve,  2)  numerical  measures  of  your  progress,  and  3)  a  target  date  for 
achieving  your  objectives. 
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However,  before  realistic  and  achievable  objectives  can  be  set,  you  should  pro- 
ceed with  the  designing  of  the  project  or  methodology  to  determine  what  is 
achievable  and  what  is  not.  This  can  only  be  done  when  you  are  fully  aware  of 
what  is  involved  in  implementing  the  project  and  what  resources  you  will  be 
able  to  muster.  So  on  with  your  methodology. 

2.  PROJECT  METHODOLOGY 

Here  you  are  going  to  determine  what  exactly  you  have  to  do  to  implement 
your  project  so  that  your  goal  may  be  achieved.  Your  methodology  will  thus 
describe: 

•  What  tasks  are  to  be  done? 

•  How  they  will  be  done? 

•  When  certain  tasks  are  to  be  done? 

•  Who  will  do  what? 

•  Why  you  have  chosen  certain  methods? 

The  methodology  can  take  a  number  of  forms— including  narrative  statements, 
work  plans,  action  steps  and  time/task  charts.  You  also  want  to  prepare  the 
job  descriptions  and  determine  the  skills  required  for  project  personnel.  f 

As  you  work  out  the  different  tasks,  determine  what  resources  you  require  to 
complete  them  and  for  your  project  objectives  to  materialize.  For  example, 
taking  our  sample  project,  you  could  have  a  list  of  tasks  that  look  like  the 
following: 


Sample  Tasks: 

Task  -  1  Negotiate  and  finalize  financial  contract 

Task  -  2  Prepare  architectural  and  engineering  designs  and  drawings 

Task  -  3  Prepare  site  (including  demolition,  street  construction,  utilities) 

Task  -  4  Renovate  building  number  1  .  .  .  and  so  on. 

Obviously  in  reality  the  tasks  list  depends  on  the  particular  situation.  There- 
fore, for  every  project  draw  up  as  complete  and  detailed  a  list  as  possible. 
From  such  a  list  of  tasks  you  can  figure  out  the  resources  needed  in  the  form 
of  staff,  contracted  outside  help,  materials  etc.  For  example,  you  would  most 
certainly  have  to  hire  an  architectural  firm,  a  demolition  contractor  and  so  on 
from  whom  you  would  get  time  and  cost  estimates.  Furthermore  you  would 
have  to  prepare  the  priority  and  sequence  in  which  tasks  ought  to  be  com- 
pleted. 
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All  of  this  can  be  neatly  accomplished  in  the  form  of  a  "time /task  chart' 
suggested  in  the  following  example: 


as 


Figure  IIL2 
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This  sets  out  the  tasks,  the  time  they  take,  and  when  they  start  in  relation  to 
other  tasks.  For  example,  it's  obvious  that  you  should  not  have  the  demoli- 
tion crew  out  before  you  own  the  property,  or  the  electricians  until  framing 
is  done,  however,  for  most  real  projects  timing  and  sequencing  of  tasks  can 
become  complicated,  and  so  setting  up  a  chart  like  this  can  be  very  useful. 
You  can  designate  responsibilities  for  performing  the  different  tasks  so  that 
all  project  personnel  are  aware  of  who  is  doing  what.  This  chart  also  becomes 
an  important  tool  in  monitoring  the  project's  progress  so  that  rescheduling 
of  tasks  can  be  easily  accomplished  when  some  fall  behind  (or  are  ahead!) 
If  you  preserve  these  charts  from  project  to  project  and  keep  a  record  of  all 
changes,  you  will  be  able  to  plan  better  the  next  time. 

Once  you  have  worked  out  these  details  for  your  project  you  are  in  a  position 
to  set  realistic  project  objectives  as  key  steps  toward  achievement  of  the  pro- 
ject goals. 

Apart  from  time/tasks  and  objectives,  you  should  include  as  part  of  your  plan 
a  complete  list  of  resources  you  will  need  and  also  indicate  how  they  will  be 
acquired  or  provided.  The  list  will  not  only  prove  helpful  in  determining  what 
you  need,  but  will  often  lead  to  innovative  ways  of  getting  resources,  since 
people  and  organizations  cannot  respond  to  your  needs  without  knowing 
exactly  what  they  are. 
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C.  The  Budget 

The  budget  format  and  cost  itemization  will  be  explained  in  greater  detail  in 
the  next  section  on  the  proposal  process  (Chapter  II. 2.  B.g).  However,  while 
preparing  your  project's  methodology,  you  need  to  figure  out  and  estimate 
costs.  The  initial  inputs  into  your  project  emerge  from  your  list  of  objectives, 
tasks  and  resources.  The  interplay  between  what  dollars  you  need  and  what 
dollars  you  may  be  able  to  get  begins  at  this  point.  The  overall  level  of  costs, 
the  total  amount  requested  in  the  budget,  is  determined  by  the  needs  of  the 
project  and  the  limitation  set  by  your  financing  source. 

D.  Evaluation 

You  started  out  on  the  right  foot  by  having  specific  and  measurable  objec- 
tives. The  last  step  in  your  plan  is  to  set-up  a  means  of  evaluation  and  to  speci- 
fy times  during  your  project  when  you  will  evaluate  your  progress  and  re- 
adjust your  plans  if  needed. 

When  you  evaluate,  you  have  to  examine  both  quantity  and  quality.  Your 
objectives  can  be  a  measure  for  quantity,  using  them  as  yardsticks  toward 
your  goals.  The  quality  of  your  work,  however,  is  more  difficult  to  evaluate. 
Therefore,  it  is  essential  that  you  specify  right  in  your  project  plan  the  criteria 
you  will  use  to  evaluate,  the  procedure  you  will  adopt,  and  the  information 
you  will  need  to  monitor. 

For  detailed  information  on  methods  of  evaluation,  see  Chapter  X. 


III.2  WRITING  THE  PROJECT  PROPOSAL 

You  prepare  a  project  plan  in  order  to  develop  a  successful  project  imple- 
mentation guide.  The  purpose  of  the  project  proposal,  however,  is  to  help 
convince  potential  funders  that  their  money  will  be  fruitfully  used.  Thus, 
the  information  you  develop  in  your  project  plan  fits  directly  into  the  pro- 
posal process  with  changes  only  in  the  manner  of  presentation.  This  section 
will  help  you  to  tailor  your  project  plan  into  a  proposal  for  obtaining  funds. 

The  proposal  process  has  three  main  phases: 

•  preapplication  contact  and  documentation 

•  preparing  the  application 

•  post  application  follow-up 

A.  Preapplication  Contact  and  Documentation 

Preapplication  contact  may  proceed  simultaneously  as  you  prepare  your  pro- 
ject plan.  You  can  begin  to  interact  with  a  possible  supporter  and  still  con- 
tinue your  initial  investigation  into  what  other  monies   may  be  available  for 
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your  project.  Taking  these  steps  now  will  help  you  tailor  your  final  project 
design  to  the  requirements  of  funders  and  save  time  later  in  the  process.  You 
will  find  Chapter  VIII  on  Financing  very  useful  in  searching  for  potential 
sources  of  dollars  and  in  determining  which  ones  are  interested  in  your  type 
of  project. 

1.  APPROACHING  THE  POSSIBLE  FINANCING  SOURCE 

After  picking  some  possible  sources,  you  should  prepare  a  very  brief  write-up 
that  includes  the  following: 

•  an  introduction  about  your  CDO  that  emphasizes  your  credibility 

•  a  summary  statement  that  outlines  the  goals,  objectives  and  scope  of 
the  project 

•  the  estimated  project  cost 

•  a  request  for  an  appointment 

•  a  specific  time  when  you  will  call  to  verify  receipt  of  the  project  des- 
cription 


This  information  will  come  from  your  project  plan.  Use  your  research  on  the 
financing  sources  (Chapter  VIII)  to  emphasize  the  strong  points  of  your  CDO 
that  the  particular  source  may  find  attractive. 

In  making  your  initial  approach  to  banks  (conventional  lending  institutions), 
foundations,  community  trusts,  and  corporations,  send  your  proposal  along 
with  a  letter  and  call  at  the  appointed  time  to  verify  that  they  received  your 
project  description. 

This  same  letter  and  project  write-up  can  be  sent  to  federal,  state  and  local 
government  offices,  but  it  can  be  prefaced  with  a  telephone  call  to  find  out 
exactly  who  is  handling  the  appropriate  program.  Staff  in  the  public  sector 
are  more  amenable  to  discussing  your  project  with  you  and  helping  you  get 
it  in  order  than  are  staff  in  the  private  sector.  This  initial  interaction  can  be 
very  helpful,  since  the  better  prepared  you  are  for  your  first  encounter  the 
better  the  impression  you  will  leave. 


2.  THE  MEETING 

If  you  have  managed  to  arrange  a  face-to-face  meeting  with  a  foundation 
or  corporation  representative  (many  of  these  organizations  do  not  have 
the  funds  for  an  administrative  staff),  even  if  they  call  it  a  preliminary  meet- 
ing, you  should  be  ready  to  talk  about  all  aspects  of  the  project  and  answer 
almost  any  question.  Make  sure  that  someone  who  has  actually  been  working 
on  the  project  plan  attends  this  meeting  and  not  just  CDO  leaders  who  may 
have  been  only  peripherally  involved. 
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Do  not  hand  the  possible  financier  a  copy  of  the  preapplication  write-up  until 
after  your  oral  presentation.  Often  busy  people  would  rather  read  than  discuss 
and  the  document  may  distract  the  financier  from  the  conversation. 

3.  PREAPPLICATION  COORDINATION 

If  you  are  seeking  money  from  the  Federal  government,  there  is  a  process 
called  "preapplication  coordination".  The  amount  of  coordination  required 
depends  on  the  source  you  are  approaching.  In  some  cases  only  an  intro- 
ductory telephone  conversation  is  necessary,  while  in  other  cases  a  series  of 
meetings  may  be  required.  You  will  have  some  idea  what  the  federal  agency 
you  have  selected  wants  in  terms  of  preapplication  coordination  by  reading 
the  program  description  in  the  Catalog  of  Federal  Domestic  Assistance  (see 
Chapter  VIII  for  more  information).  Besides  being  ready  to  share  your  well- 
conceived  plans  and  ideas  with  any  agency  representative,  you  should  be  pre- 
pared to  absorb  a  great  deal  of  specific  information  about  what  the  agency 
wants  and  requires  of  you.  Make  sure  to  find  out  whether  your  application 
must  be  submitted  for  A-95  review  (a  federally -mandated  process  in  which 
proposals  are  checked  by  local  or  state  committees  to  determine  whether 
they  comply  with  federal,  state  and  local  policies  and  plans)  because  it  can 
add  considerable  time  to  the  process  of  application  approval. 

State  and  local  government  offices  require  various  amounts  of  preapplication 
discussion  and  interaction.  You  will  have  to  check  this  out  for  each  project 
you  undertake  and  each  source  you  approach.  The  main  thing  to  remember 
when  working  with  government  agencies  is  that  they  can  provide  a  good  deal 
of  support  and  assistance.  For  those  CDO  s  which  have  frequently  opposed 
various  government  actions  affecting  their  communities,  it  may  seem  diffi- 
cult or  distasteful  to  develop  and  maintain  an  attitude  of  cooperation  with 
agency  bureaucrats.  However,  the  experience  of  almost  all  successful  CDO  s 
verifies  the  importance  of  establishing  a  partnership  with  government  which 
allows  the  CDO  to  tap  available  resources.  A  majority  of  the  money  which 
a  CDO  can  utilize  for  community  economic  development  can  only  be  obtain- 
ed through  government  channels  because  of  formula  funding  from  federal  to 
local  agencies.  When  these  channels  are  blocked  by  animosities  it  is  usually 
the  community  that  suffers,  so  find  out  what  an  agency  requires  of  you  in 
order  to  get  what  you  want  from  it. 

4.  QUESTIONS  TO  CONSIDER  BEFORE  YOU  START  THE  FINAL 
APPLICATION 

After  you  have  made  your  first  contact(s)  with  the  foundation,  community 
trust,  bank,  corporation  or  government  agency  which  you  are  approaching  for 
community  development  funds,  you  will  need  to  answer  the  following  ques- 
tions before  you  push  ahead  with  the  application  (If  you  are  applying  to  more 
than  one  source,  answer  the  question  and  compare  the  answer): 

•       Are  you  barking  up  the  right  tree?  Do  our  goals  and  interests  match 
those  of  the  possible  financier? 
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What  was  the  reaction  of  the  representative  you  spoke  to?  Was  the 
person  interested  and  were  you  encouraged  to  submit  a  complete  ap- 
plication. If  so,  what  elements  of  the  proposal  should  be  stressed? 


Do  you  really  want  to  move  ahead  on  this  particular  project  with  this 
potential  financier?  Are  you  committed  to  it?  Is  the  scope  appropriate 
to  your  CDO?  Is  the  project  too  large  or  too  small  to  undertake?  Can 
you  deliver  what  they  want  and  what  you  will  promise?  Is  your  internal 
operation  adequate  to  handle  the  project;  both  to  develop  the  re- 
quired reports  and  deal  with  financial  and  other  record  keeping?  Will 
the  financier's  requirements  for  evaluation  and  reporting  drain  too 
many  resources  from  the  project  itself? 

Have  you  determined  what  type  of  financial  assistance  would  be  best. 
A  loan?  A  grant?  A  contract? 


Do  you  know  enough  about  the  requirements  of  the  potential  finan- 
cier that  you  can  begin  to  develop  the  proposal?  If  there  is  an  RFP 
(Request  for  Proposal)  Do  you  have  it?  Will  a  presentation  be  required. 
Do  you  know  whether  the  financier  has  money  available  now?  If 
matching  funds  (funds  the  CDO  has  to  put  up)  are  required,  can  your 
CDO  get  them?  Do  you  understand  the  review  process  (A-95  annual 
meeting  of  foundation  board,  etc.)?  Do  you  have  an  idea  of  how  long 
it  will  be  before  you  know  whether  your  proposal  is  accepted  or  re- 
jected? 


Have  you  laid  the  groundwork  within  and  outside  of  your  community 
for  this  project?  Is  your  board  in  favor  of  it?  Are  you  sure  you've  de- 
veloped adequate  support  for  the  project  and  that  no  antagonistic 
organization  or  individual  is  in  a  position  to  negate  your  efforts  or 
cause  rejection  of  your  proposal  without  a  fair  review? 


B.  The  Application  —  Developing  A  Proposal  Your  Potential 
Funder  Will  Understand  and  Support 

By  this  time,  you  should  have  finished  your  project  plan  and  narrowed  down 
your  potential  financiers  to  certain  very  good  bets.  You  are  now  ready  to  put 
your  detailed  proposal  together. 

The  Grantsmanship  Center  is  an  organization  which  gives  seminars  all  over  the 
U.S.  to  people  who  want  to  help  in  developing  project  packages.  The  follow- 
ing proposal  format  has  been  adapted  and  in  places  taken  verbatim  from  the 
Centers'  article  Program  Planning  and  Proposal  Writing  by  Norton  Kiritz.  If 
you  are  not  given  a  specific  format  to  follow  by  the  financier  (a  request-for- 
proposal,  or  other  guidelines),  you  might  want  to  use  this  one. 
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1.  THE  PROPOSAL  SUMMARY 

The  proposal  summary  is  the  first  thing  a  potential  financier  will  read  but  the 
last  thing  you  will  write.  It  should  be  developed  after  you  have  thought 
through  the  intricacies  of  your  project  and  have  a  clear,  concise,  and  specific 
concept  in  mind.  The  summary  should  describe  who  you  are,  the  scope  of 
your  proposed  project,  and  the  projected  cost. 

2.  THE  INTRODUCTION:  BUILDING  CREDIBILITY 

The  introduction  to  your  proposal  tells  the  potential  reader  who  you  are  and 
why  you  should  be  trusted  to  handle  the  project  you  describe  in  the  proposal. 
Within  your  CDO  this  is  an  important  exercise.  It  helps  to  determine  how 
your  planned  economic  development  efforts  relate  to  what  you  have  done  in 
the  past,  and  why  your  efforts  have  or  have  not  been  successful.  It  is  a  self- 
appraisal  that  relates  to  the  specific  project  you  have  in  mind. 

As  discussed  in  Chapter  VIII,  potential  financing  sources  should  be  selected 
because  of  their  possible  interest  in  your  type  of  organization  or  your  type  of 
project.  You  can  use  the  introduction  to  reinforce  the  connection  you  see 
between  your  interests  and  theirs. 

The  introducing  section  could  include  information  on  the  following: 

*  How  you  got  started  and  why;  your  CDO  goals? 

*  How  long  you  have  been  active  in  the  community? 

*  Anything  unique  about  your  operation  or  the  way  you  got  started. 

®  Some  of  your  most  significant  accomplishments  as  a  CDO  or,  if  you 
are  a  new  organization,  some  of  the  significant  accomplishments  of 
your  board  or  staff  in  their  previous  roles. 

e  Descriptions  of  the  support  you  have  received  from  other  organiza- 
tions and  prominent  individuals  (accompanied  by  some  letters  of  en- 
dorsement which  can  be  in  an  appendix). 

We  strongly  suggest  you  start  a  "credibility  file"  that  you  can  use  as  a  basis 
for  the  introductory  section  of  future  proposals  you  write.  In  this  file  you  can 
keep  copies  of  newspaper  articles  about  your  organization  and  letters  of 
support  you  receive  from  other  agency  program  participants  and  community 
residents. 

Also,  if  your  project  fulfills  larger  goals  of,  say,  national  urban  policy,  you 
can  "borrow"  credibility  from  neighborhood  revitalization  advocates  who 
support  your  activities  indirectly. 

What  gives  a  CDO  credibility  in  the  eyes  of  a  financing  source  depends  on  the 
values  of  the  potential  source.  For  instance,  a  traditional,  rather  conservative 
source  will  be  more  responsive  to  persons  of  prominence  (like  bank  presi- 
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dents)  on  your  board  of  directors,  whereas  an  avant  garde  funding  source 
might  want  to  see  a  board  of  community  persons. 

Remember  the  credibility  you  establish  in  your  introduction  may  be  more 
important  than  the  rest  of  your  proposal.  Build  it!  But  here,  as  in  all  of  your 
proposals,  be  as  brief  and  specific  as  you  can.  Avoid  jargon  and  keep  it  simple. 

3.  DEFINING  THE  PROBLEM 

In  the  introduction  you  have  told  who  you  are.  From  the  introduction  the 
reader  should  know  your  areas  of  interest  and  expertise.  Now  you  should  zero 
in  on  the  specific  problem  or  problems  you  want  to  solve  through  your 
proposed  project. 

a.  Problem  Statement 

Use  the  same  problem  statement  you  derived  in  your  project  plan  in  Section 
III.IA. 

b.  Problem  Substantiation 

Again,  draw  upon  section  III.IA,  but  this  time  remember  not  to  clutter  your 
proposal  with  tables,  charts  and  graphs.  If  you  must  use  extensive  statistics, 
save  them  for  an  appendix,  but  pull  out  the  key  figures  to  demonstrate  your 
knowledge  of  the  problem.  Make  a  logical  connection  between  your  CDO's 
background  and  the  problem.  Above  all,  your  concern  should  be  to  convince 
the  funding  agency  that  the  problem  exists,  that  it  is  solvable  within  a  reason- 
able time,  by  you,  within  a  reasonable  amount  of  money. 

4.  PROJECT  GOALS  AND  OBJECTIVES 

One  of  the  concerns  throughout  your  proposal  should  be  to  develop  a  logical 
flow  from  one  section  to  the  next.  The  introduction  sets  the  context  for  your 
problem  description,  and  the  problem  description  sets  the  context  for  the 
project  goals  and  objectives.  These  are  drawn  from  your  project  plan.  This 
time  remember  to  put  the  objectives  right  after  your  goal  statements  and 
before  you  describe  your  project  and  methodology.  The  reviewer  will  want 
to  measure  your  project  methodology  in  the  next  section  with  your  stated 
objectives  and  goals  as  logical  outcomes  of  your  methodology. 


5.  METHODOLOGY 

By  providing  goals  and  objectives,  you  promise  the  reviewer  certain  outcomes 
of  your  project.  The  methodology  tells  him  the  methods  you  will  use  to 
achieve  these.  Describe  the  methodology  the  way  you  did  in  your  project 
plan.  Stress  why  you  have  chosen  this  particular  project  design.  This  requires 
that  you  have  researched  other  programs  of  a  similar  nature  and  determined 
that  your  plan  is  based  on  a  realistic  appraisal  of  the  problem  and  your  CDO's 
capabilities. 
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6.  EVALUATION 

You  should  have  already  designed  in  your  project  plan  the  means  of  evaluat- 
ing your  project.  It  is  essential  to  build  your  evaluation  into  the  proposal.  This 
way  the  reviewer  is  made  aware  of  the  planning  that  has  gone  into  the  project 
and  of  your  willingness  to  evaluate  your  effectiveness. 

7.  THE  BUDGET 

The  budget  should  describe  the  financial  operation  of  your  proposed  project. 
It  should  include  information  about  those  funds  you  are  requesting  from  the 
possible  source  of  support,  those  monies  or  in-kind  contributions  the  CDO 
can  supply,  and  those  dollars  which  will  be  paid  into  the  project  by  users  or 
clients.  The  CDO  should  include  both  a  balance  sheet  on  the  planned  income 
and  expenditures  for  the  project  and  a  multi-year  projection  for  the  continued 
support  of  the  project. 

Different  financing  sources  require  different  levels  of  detail  in  a  budget.  Usual- 
ly foundations  require  less  extensive  budgets  than  federal  agencies.  If  you  are 
not  given  a  specific  budget  form  to  follow,  the  Grantsmanship  Center  suggests 
a  budget  format  with  two  components  —  Personnel  costs  and  Non-personnel 
costs.  Since  most  CDOs  are  familiar  with  various  types  of  budgets,  this  section 
will  be  very  brief. 


a.  Personnel 


(1)    Wages  and  Salaries 


( 


Include  full  and  part-time  staff  for  the  proposed  project  and  include  infor- 
mation about  staff  whose  time  is  being  paid  for  by  the  CDO  or  other 
sources. 

Figure  III.  3 


PERSONNEL  FORMAT 

No.  of               - 1                   Monthly        %  Time         Months          Total 
Persons                                      Salary       On  Project    Employed   Requested 
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(2)  Fringe  Benefits 

Fringe  benefit  calculations  should  be  based  on  present  CDO  policy  and 
practice.  Be  sure  you  are  fulfilling  benefit  requirements  set  up  by  public 
agencies. 

(3)  Consultants  and  Contract  Services 

For  CDOs  undertaking  housing  rehabilitation  projects,  studies  of  the  com- 
munity, the  creation  of  an  industrial  park  or  the  revitalization  of  commer- 
cial strip,  consulting  fees  can  run  high.  Frequently,  specialized  skills  are  re- 
quired for  a  limited  amount  of  time  and  no  realtor  or  professor  can  be 
found  who  wants  to  volunteer  his  or  her  services.  Determine  the  needs  you 
have  for  such  people  and  how  much  it  will  cost.  Indicate  in  your  budget  the 
paid  and  unpaid  consultants,  volunteers  and  services  for  which  you  have 
contracted.  Try  to  develop  an  active  core  of  people  who  will  volunteer  time 
and  donate  services  to  your  CDO.  Any  potential  financier  will  want  to 
know  whether  you  have  community  support  and  commitment  for  your  ac- 
tivities. Nothing  speaks  louder  than  an  honest  budget  which  shows  signifi- 
cant donations  of  time  and  services  (supply  donations  will  be  discussed  in 
the  next  section). 

b.  Non-Personnel 

(1)  Space  Costs 

List  both  those  for  which  you  pay  and  those  donated.  Include  the  cost  of 
utilities,  maintenance  services  and  renovations. 

(2)  Rental,  Lease  or  Purchase  of  Equipment 

List  all  equipment  you  need  for  the  project,  including  typewriters,  desks, 
drill-presses,  etc.,  and  compare  the  cost  of  leasing  vs.  renting  or  buying. 
You  might  be  surprised  at  the  amount  of  equipment  which  corporations, 
local  businesses  and  others  would  donate  if  you  approach  them. 

(3)  Consumable  Supplies 

List  the  everyday  items  that  will  get  used-up  throughout  the  project.  Man- 
power training  and  building  rehabilitation  projects  consume  an  unusually 
large  amount  of  tools  and  materials. 

(4)  Travel 

This  section  can  be  divided  into  local  and  out-of-town  travel  and  should  be 
thoroughly  justified. 

(5)  Telephones 
Remember  installation  fees. 
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(6)  Other  Costs 

Since  projects  vary  considerably,  this  section  can  be  a  catch-all  which  could 
include  postage,  insurance,  publications,  printing,  subscriptions,  etc.  How- 
ever, many  budget  forms  include  these  as  separate  items  and  you  may  find 
it  useful  to  allocate  your  funding  needs  to  specific  categories. 

(7)  Indirect  Costs 

Some  grants  or  contracts  allow  for  indirect  costs  which  are  those  expenses 
of  operating  the  CDO  which  are  not  directly  attributable  to  a  specific  bud- 
get category.  If  you  have  such  expenses,  you  should  check  with  the  possible 
funder  to  see  whether  such  an  item  is  allowable,  and,  if  so,  how  large  it  can 
be. 

(8)  Project  Income 

One  source  of  finances  frequently  not  considered  by  CDOs  is  the  money 
they  may  be  able  to  make  from  the  project  itself.  The  CDO  should  examine 
the  elements  of  the  proposed  project  to  determine  all  possible  ways  that  in- 
come could  be  reaped  from  project  operation. 


( 9)   The  Final  Draft  and  the  Presentation 

Once  your  proposal  is  written  it  is  useful  (but  not  always  possible)  to  rum- 
inate over  it  for  a  few  days,  let  some  "outsiders"  read  it  and  ask  questions 
and  then  tighten  your  writing.  Make  sure  your  request  is  perfectly  clear. 
The  potential  financier  needs  to  know  what  you  want  and  very  often  the 
request  is  hidden  deep  within  the  proposal.  Keep  jargon  to  a  minimum  and 
check  to  make  sure  you  have  not  made  assumptions  the  potential  financier 
either  will  not  understand  or  cannot  agree  with.  A  short,  concise  proposal 
will  be  appreciated  by  a  reviewer.  The  following  quote  is  from  a  Grantsman- 
ship  Center  publication:  "As  someone  once  wrote  in  a  note  attached  to  a 
very  long  letter, 'Please  excuse  the  length  of  this  letter,  but  I  did  not  have 
time  to  write  a  shorter  one'.  "You  should  take  the  time! 


If  you  have  to  make  a  presentation,  it  is  best  to  give  your  written  proposal  to 
the  reviewers  either  well  before  the  meeting  or  after  the  meeting,  but  not  just 
before  your  presentation.  Review  boards  vary  considerably  in  their  thorough- 
ness. Some  reviewers  will  know  your  proposal  by  heart  if  you  give  it  to  them 
in  advance  of  your  presentation  and  others  will  never  have  even  looked  at  the 
title.  If  possible,  try  beforehand  to  get  a  reading  on  how  this  particular  board 
functions.  It  will  help  you  gear  your  presentation  in  the  right  way  to  reach  the 
members  of  the  review  committee.  Graphics  and  audio  visual  aids  can  help  in 
getting  your  point  across,  but  try  not  to  give  the  impression  that  a  Madison 
Avenue  advertising  agency  is  doing  your  public  relations! 
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C.  POST  APPLICATION  FOLLOW-UP 

Opinions  vary  about  the  amount  of  clout  and  influence  a  CDO  can  and  should 
try  to  muster  in  support  of  a  proposal  once  it  has  been  submitted.  Depending 
on  the  source  to  which  you  have  applied  for  financing  and  the  approach  you 
take,  you  could  either  help  or  hinder  your  proposal.  Some  foundations,  com- 
munity trusts  or  corporations  have  staff  which  review  proposals  and  others 
have  only  boards  of  directors  to  review  them.  If  you  have  established  a  rela- 
tionship with  a  staff  member  in  the  course  of  preparing  the  application,  an 
occasional  telephone  call  to  check  on  your  proposal's  progress  might  be  al- 
right. If  a  member  of  your  CDO  board  knows  someone  on  the  board  of  direc- 
tors of  your  potential  sponsor,  it  might  not  hurt  for  him  or  her  to  make  a 
personal  contact  and  request  a  careful  review  of  the  proposal  (but  nothing 
more). 

If  your  application  has  been  sent  to  a  federal  or  state  agency,  it  is  probably 
not  particularly  advantageous  to  write  your  congressperson  or  state  legislator. 

According  to  a  Grantsmanship  Center  publication,  all  that  happens  when 
your  congressperson  sends  a  letter  applauding  your  CDO's  proposal  is  the 
following:  "...The  letter  goes  to  an  office  whose  sole  job  is  to  write  letters  to 
congresspersons.  This  office  writes  a  letter  back  to  congressperson  saying 

'Thank  you  for  your  interest As  you  know,  our  agency  is 

pressing  forward  to  solve You  can  be  assured  that  X's  pro- 
posal is  being  given  every  consideration  for  selection  as  part  of  this  worth- 
while endeavor.'  The  congressperson  then  sends  you  a  rewrite  of  the  agency's 
letter,  making  it  sound  like  he  has  done  you  a  big  favor,  but  all  that  hap- 
pened was  a  waste  of  several  people's  time    and  taxpayers'  money." 

On  the  local  government  level,  political  pressure  may  be  very  effective  in  some 
towns  and  disastrous  in  others.  The  CDO  should  try  to  determine  what  the  ex- 
perience of  other  community  groups  has  been  before  it  decides  whether  or 
not  to  apply  such  influence.  While  the  attempt  to  understand  the  proposal 
review  process  is  important  and  discussions  with  those  agency  staffers  who 
helped  in  the  development  of  your  application  may  not  be  harmful,  trying  to 
use  political  pressure  may  cause  moe  harm  than  benefit.  Use  your  own  experi- 
ence and  judgment  to  decide  what  you  should  do. 


1.    The  Decision 

If  your  proposal  is  approved,  begin  negotiations  of  the  contract  with  the 
financier.  Depending  on  the  situation,  the  scope  of  the  project  and  other  fac- 
tors, this  step  can  be  a  simple  or  an  arduous  task.  The  final  result  should  be  an 
agreement  which  all  parties  understand  and  under  which  the  CDO  can  work. 
Get  a  good  feeling  for  the  expectations  the  sponsor  has  for  this  project  and 
make  sure  you  are  not  leaving  issues  open  which  could  cause  trouble  later  on. 
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If,  after  all  this  work,  your  proposal  was  not  approved,  it  is  very  important  to 
find  out  what  went  wrong.  Government  agencies,  more  than  private  ones,  are 
generally  careful  to  evaluate  proposals  and  compare  them  so  they  can  list  the 
reasons  why  one  application  was  chosen  over  another.  Although  having  a  pro- 
posal rejected  is  a  painful  step  in  the  learning  process,  it  can  lay  the  ground- 
work for  a  future  relationship  with  a  public  agency  or  financier.  Make  sure 
they  remain  aware  of  your  interests  and  contact  you  when  appropriate 
funding  becomes  available.  It  is  possible  that  a  proposal  rejected  by  one  may 
be  accepted  by  another.  So  do  not  just  throw  it  away.  Submit  it  elsewhere. 


III.3   PREPARING  BUSINESS  PLANS  AND  PROPOSALS 

As  a  CDO,  most  of  your  economic  development  projects  would  involve  devel- 
oping business  ventures.  In  Chapter  II,  as  part  of  your  investment  strategy  you 
considered  the  extent  and  nature  of  your  business  investments.  Like  other 
projects,  packaging  a  business  venture  requires  the  same  procedural  logic  as 
explained  in  the  preceding  two  sections.  This  section,  however,  highlights  the 
principal  technical  components  of  developing  a  business  venture  and  the  nec- 
essary sections  of  a  business  plan  as  detailed  in  the  Business  Packaging  manual 
published  by  the  U.S.  Department  of  Housing  and  Urban  Development.  The 
manual  is  "...  intended  to  serve  as  a  guide  and  reference  assisting  professional 
business  packagers  in  understanding  and  discharging  business  packaging  func- 
tions. It  outlines  business  packaging  functions  in  sections  on:  1)  Evaluating 
the  E/O  Entrepreneurs/Operator,  and  the  Business  Opportunity,  2)  Develop 
ing  the  Business  Plan,  3)  Opening  the  Business,  4)  Follow-up  and  Assistance; 
and,  in  a  section  on  Technical  and  Financial  Assistance,  it  describes  the  basic 
private  and  public  sector  resources  packagers  can  use." 

A.   Components  of  a  Business  Package 

The  HUD  manual  identifies  four  essential  elments  of  a  business  plan: 

•  a  market  study 

•  a  sales  plan 

•  a  technical  and  operational  plan 

•  a  financial  plan 

The  market  study  provides  a  preliminary  answer  to  the  question:  Are  there 
customers  for  the  business?, The  sales  plan  answers  the  questions:  What  sales 
volume  will  the  business  generate?  What  gross  margin  can  it  achieve?  The 
technical  and  operational  plan  deals  with  the  question:  How  can  the  business 
operate  to  generate  estimated  sales?  The  financial  plan  answers  the  question: 
Is  the  business  financially  feasible?  The  business  package  reorganizes  and  sum- 
marizes the  data  and  documents  produced  by  doing  the  study  and  plans.  The 
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package  differs  from  a  financing  application  in  that  it  is  not  constructed 
according  to  procedures  and  forms  used  by  a  particular  funding  source.  How- 
ever, the  package    serves  as  the  basis  for  making  any  such  application. 

To  complete  the  business  package,  you  should  compile  the  following  items 
drawn  from  or  developed  for  the  Market  Study,  Sales  Plan,  Technical  and 
Operational  Plan  and  Financial  Plan: 

business  description  and  product  definition 

market  description  and  analysis  of  market  capture  strategy 

location  description 

physical  facility  description 

physical  facility  legal  documents 

layout  and  flow  plan 

fixtures,  furniture,  machinery,  and  equipment  list 

fixtures,  furniture,  machinery  and  equipment  legal  documents 

inventory  list 

labor  force  and  supervisory  plan 

management  and  administrative  personnel  plan 

professional  services  and  technical  assistance  plan 

organization  and  ownership  description 

acquisition  or  franchise  documents 

financial  statements  and  analyses 

1.  MARKET  STUDY 

You  do  a  market  study  to  estimate  roughly  what  sales  volume  the  business 
can  achieve.  Estimates  should  cover  monthly  and  annual  first  year  operations 
and  annual  operations  for  the  second  and  third  year.  The  market  study 
provides  the  basis  for  a  preliminary  answer  to  the  question :  Are  there  custom- 
ers for  the  business?  If  virtually  no  market  exists  for  what  the  business  sells, 
then  clearly  the  business  is  not  feasible.  If  a  thin  or  tight  market  exists,  then 
the  business  is  marginal.  If  a  sizeable  market  exists,  then  the  business  may  be 
feasible.  Whether  or  not  it  is  actually  feasible  depends  on  the  other  factors 
evaluated  during  the  packaging  process.  You  should  make  two  sets  of  sales 
volume  estimates.  One  set  should  be  at  the  expected  level  of  sales.  The  other 
should  be  at  a  more  conservative  level.  Both  sets  must  be  used  to  measure 
economic  feasibility.  To  complete  the  market  study,  you  need  to  know: 
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•  what  the  business  sells 

•  trade  area 

•  trade  area  sales  volume  —  market 

•  trade  area  customers 

•  trade  area  competition 

«  keys  to  competitive  success 

9  market  capture  strategy 

•  probable  customers 

•  estimated  sales  volume 

2.  SALES  PLAN 

You  devise  a  sales  plan  to  arrive  at  refined  estimates  for  sales  volume  and  the 
cost  of  goods  sold.  The  estimates  should  cover  monthly  and  annual  first  year 
operations  and  annual  operations  for  the  two  years  following.  The  sales  plan 
answers  the  questions:  What  sales  volume  will  the  business  generate?  What 
gross  margin  can  it  achieve?  What  advertising  and  sales  promotion  plans  to 
support  the  sales  plan  are  necessary?  What  amount  of  raw  materials,  merchan- 
dise and/or  supplies  inventory  are  required?  The  sales  plan  both  summarizes 
and  determines  the  entire  economy  of  the  business.  Therefore,  it  is  the  basis 
for  determining  and  planning  the  following: 

•  physical  facility  to  house  the  fixtures,  furniture,  equipment,  employ- 
ees, inventory,  goods  produced  or  merchandise  displayed 

•  amount  of  fixtures,  furniture,  machinery  and  equipment  required 

•  number  of  employees  with  certain  capacities,  skills  and  experience  to 
produce  goods,  sell  merchandise,  or  perform  services  and  to  supervise 
the  production,  sales  or  service  process. 

The  difference  between  sales  volume  the  business  generates  and  its  cost  of 
goods  sold  must  represent  enough  dollars  to  pay  operating  expenses  and 
provide  a  reasonable  net  profit  return.  You  should  devise  two  sales  plans.  One 
plan  should  reflect  the  "expected"  sales  volume.  The  other  should  reflect  a 
more  conservative  estimate.  Both  plans  are  used  to  measure  the  basic  eco- 
nomic   feasibility  of  the  business.  To  devise  these  sales  plans,  you  must  know: 

•  what  specific  goods,  merchandise  and/or  services  the  business  produ- 
ces or  sells 

•  what  its  pricing  policy  and  prices  are 
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•  what  its  advertising  policy  and  advertising  are 

•  what  .customer  conveniences  it  provides 

•  how  much  inventory  it  carries 

•  how  often  inventory  turns  over  < 
®  who  supplies  inventory 

•  how  much  it  pays  for  inventory  —  the  basic  cost  of  goods  sold 

•  how  much  waste,  pilferage*  rejections,  returns  and  other  factors  add  to 
the  cost  of  goods  sold 

3.  TECHNICAL  AND  OPERATIONAL  PLAN 

You  draft  a  technical  and  operational  plan  to  implement  the  sales  plan.  The 
technical  and  operational  plan  answers  the  question:  How  can  the  businss  gen- 
erate estimated  sales?  Because  it  determines  eventual  success  or  failure,  draft- 
ing the  technical  and  operational  plan  is  the  guts  of  the  packaging  process.  At 
this  point  you  know  only  one  of  the  major  costs  involved  in  opening  and 
operating  the  business,  the  inventory  cost.  You  also  know  what  the  general 
nature  of  the  business  is.  The  nature  of  the  business  indicates  much  about  the 
technical  know-how  required,  but  it  does  not  indicate  the  know-how  needs 
for  a  secific  business.  The  technical  and  operational  plan  describes  and  dic- 
tates the  capital  and  know-how  requirements  for  this  business.  To  draft  the 
technical  and  operational  plan,  you  must  know  the  following  items  the 
business  requires  and  the  cost  of  each: 

•  physical  facility 

•  layout  or  flow  plan 

•  fixtures,  furniture,  machinery  and  equipment 

•  labor  and  supervisory  force 

9      management  and  administrative  personnel 

©      professional  services  and  technical  assistance 

You  do  not  make  simple  yes  or  no  decisions  to  establish  requirements. 
Determining  requirements  does  not  mean  deciding  if  something  is  necessary. 
Often  it  means  identifying  possible  alternatives,  exploring  promising  ones,  ex- 
amining trade-offs  among  the  most  promising  alternatives,  and  finally  select- 
ing one.  However,  decisionmaking  does  not  end  here.  Each  requirement 
implies  a  cost  and  every  cost  affects  total  financing  needed  or  annual  expense 
or  both.  Total  cost  must  be  a  sum  which  can  be  financed.  Annual  expenses 
must  permit  a  reasonable  profit  on  sales.  So  every  technical  and  operational 
plan  decision  is  open  to  question  until  all  decisions  are  made,  and  you  must 
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investigate  all  requirements  simultaneously.  As  each  question  is  resolved,  you 
must  consider  its  impact  upon  previous  decisions  and  the  impact  of  previous 
decisions  upon  it.  Thus,  the  technical  and  operational  plan  represents  a  com- 
plex, somewhat  circular  set  of  interrelated  alternatives. 

4.   FINANCIAL  PLAN 

You  formulate  a  financial  plan  to  organize  and  analyze  all  the  sales  estimates 
and  cost  data  developed  and  determined  for  the  "Market  Study,"  "Sales 
Plan"  and  "Technical  and  Operational  Plan"  discussed  above.  The  financial 
plan  answers  the  question:  Is  the  business  financially  feasible?  It  shows 
whether  sales  income  is  enough  to  justify  the  financial  investment  and  cover 
the  costs  involved  in  opening  and  operating  the  business.  To  formulate  the 
financial  plan,  you  must  know: 

•  dollars  required  to  open  the  business  and  their  source 

•  projected  sales  income 

•  cash  required  to  pay  operating  expenses  and  pay  back  financing  princi- 
pal 

•  sales  volume  required  to  cover  cash  outflows 

•  opening  assets,  liabilities  to  creditors  and  equity  contributions  of  in- 
vestors 

You  use  five  tools  to  compile  this  information  and  structure  the  financial 
plan: 

•  statement  of  financial  requirements 

•  income  statement 

•  cash  flow  analysis 

•  cash  break-even  analysis 

•  balance  sheet 

You  must  understand  what  these  financial  statements  and  analyses  are.  When 
you  do,  you  can  systematically  apply  these  tools  to  a  financial  plan  for  the 
business. 

a.   Statement  of  Financial  Requirements 

The  Statement  of  Financial  Requirements  sets  forth  the  financial  outlays,  ex- 
penditures and  reserves  necessary  to  begin  business  and  the  projected  sources 
of  financing.  Start-up  requirements  include  funds  for  purchasing  fixed  assets, 
prepaid  items  and  deposits,  pre-opening  expenses,  purchasing  inventory  and 
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supplies  plus  the  dollars  needed  for  working  capital.  Assessing  the  financial 
requirements  of  the  business  correctly  is  crucial  to  maximizing  its  chances  for 
success.  Undercapitalized  businesses  are  businesses  designed  to  fail.  At  a  min- 
imum, the  business  must  have  sufficient  funds  to  cover  projected  cash  defi- 
cits. However,  it  is  good  practice  for  you  to  supplement  this  amount  with  suf- 
ficient funds  for  two  to  three  month's  operating  expenses  or  all  expenses  pro- 
jected to  occur  before  significant  sales  income  is  generated. 

b.  Income  Statement 

An  income  statement  reports  how  profitable  a  business  has  been.  A  pro  forma 
income  statement  predicts  how  profitable  a  business  will  be.  It  shows  how 
much  money  a  business  cleared  or  will  clear  over  a  given  period  of  time.  Most 
small  businesses  are  not  worth  packaging  unless  the  pro  forma  income  state- 
ment indicates  profitable  operations  by  the  end  of  the  first  year.  There  are  ex- 
ceptions to  this  rule,  however.  These  exceptions  are  ventures  which  require 
large  start-up  capital  expenditures  and  even  if  the  business  comes  within  this 
category,  you  should  be  able  to  realistically  project  profits  for  the  second 
year.  The  primary  motive  for  founding  an  enterprise  may  not  be  making  mon- 
ey for  its  own  sake;  it  may  be  providing  employment  or  services  to  the  com- 
munity. However,  to  serve  any  purpose  related  to  the  economic  vitality  of  the 
community,  a  business  must  be  profitable  enough  to  repay  its  debt  and  grow. 
You  should  not  devote  time,  energy  and  resources  to  developing  businesses 
which  do  not  have  this  potential. 

Generally,  if  the  pro  forma  income  statement  does  not  predict  sufficient 
annual  profit  to  return  the  owner  $10,000  in  salary  and/or  net  profit  after 
taxes,  the  business  should  not  be  started.  On  the  other  hand,  it  may  be  pos- 
sible to  restructure  the  business  package  so  as  to  produce  at  least  this  minimal 
level  of  return.  Restructuring  amounts  to  expanding  sales  or  reducing  expens- 
es. Expanding  sales  might  involve  changing  the  product,  labor  force,  location, 
customers  or  customer  services.  Reducing  expenses  might  entail  cutting  the 
labor  force,  salaries  and  wages,  rent  or  customer  services.  At  some  point  the 
the  restructuring  process  ends  and  the  process  of  packaging  a  new  and  differ- 
ent business  begins. 

Most  sources  of  financing  require  pro  forma  income  statements  for  the  first 
three  years  of  operation.  Second  and  third  year  projections  are  reasoned  ex- 
tensions of  first  year  figures.  Normally,  as  sales  volume  increases,  the  ex- 
penses tied  to  generating  sales  also  increase.  However,  expenses  do  not  always 
grow  at  the  same  rate  as  sales.  Some  costs  of  doing  business  remain  fixed  or 
change  very  little.  For  example,  in  most  manufacturing  businesses,  payroll 
grows  at  a  rate  similar  to  sales,  but  office  expenses  and  the  cost  of  profession- 
al services  do  not.  In  most  retail  businesses,  advertising  and  promotional  ex- 
penses vary  directly  with  sales,  but  payroll  and  rent  rise  at  a  much  slower  rate. 

In  addition  to  the  three  annual  projections  you  should  project  income  state- 
ments for  each  of  the  first  12  months.  Doing  monthly  calculations  clarifies 
the  relationship  between  sales  and  variable  expenses  and  sales  and  fixed  ex- 
penses. Although  financial  institutions  ask  for  only  one  level  of  sales  pro- 
jection, it  is  a  good  practice  to  develop  two  levels  of  sales  projections,  the  one 
set  of  projections  showing  the  "expected"  level  of  sales  and  the  other  showing 
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a  more  "conservative"  level.  The  more  conservative  set  helps  you  anticipate 
and  work  out  solutions  to  the  problems  associated  with  lower  sales.  When  the 
projections  are  completed,  you  know  how  much  the  business  can  and  must 
spend  to  achieve  and  operate  at  a  given  sales  volume. 

c.   Cash  Flow  Analysis 

A  cash  flow  shows  how  much  of  the  cash  generated  by  the  business  remains 
after  both  expenses  (including  interest)  and  principal  repayment  on  financing 
are  paid.  A  projected  cash  flow  indicates  whether  the  business  will  have  cash 
to  pay  its  expenses,  loans,  and  make  a  profit.  Cash  flows  can  be  calculated  for 
any  given  period  of  time.  You  should  project  annual  cash  flows  for  the  first 
three  years  of  operation  and  monthly  cash  flows  for  the  first  year  of  opera- 
tion. Both  sets  of  analyses  are  crucial  in  determining  if  the  business  can  op- 
erate without  additional  cash  injections. 

To  do  a  simplified  cash  flow  analysis  for  any  time  period,  the  following  calcu- 
lations are  made: 

•  Check  the  income  statement  for  net  profit  and  depreciation.  Add  the 
dollar  amount  for  depreciation  to  net  profit.  Depreciation  is  a  non- 
cash expense  and  should  not  be  subtracted  when  calculating  cash  gen- 
erated as  it  is  when  calculating  net  profit.  Add  depreciation  and  net 
profit  to  find  cash  generated. 

•  Subtract  financing  principal  repayments  from  total  cash  generated.  Do 
not  subtract  interest  payments  because  they  have  already  been  includ- 
ed as  expenses  on  the  income  statement. 

•  Analyze  the  net  cash  flow.  If  the  net  cash  flow  is  a  negative  number, 
the  business  does  not  have  sufficient  cash  to  cover  its  expenses  and 
repay  its  loan.  If  the  net  cash  flow  is  a  positive  number,  it  should  be 
examined  to  determine  whether  it  represents  sufficient  cash  return 
to  the  owner  as  well  as  sufficient  reinvestment  funds  needed  to  make 
a  business  grow  and  achieve  a  projected  sales  potential. 

The  calculations  do  not  result  in  an  absolutely  complete  and  accurate  state- 
ment of  cash  flow  from  an  accountant's  point  of  view.  The  cash  flow  analy- 
sis process  recommended  is  simply  and  generally  adequate.  If  you  wish  to  do 
a  more  precise  cash  flow  analysis,  you  should  recalculate  a  number  of  items 
on  the  income  statement  to  reflect  actual  in-flows  and  out-flows  of  cash.  To 
make  a  more  precise  cash  flow  analysis,  substitute: 

•  "dollars  received  for  sales"  for  "sales" 

•  "dollars  paid  for  purchases"  for  "cost  of  goods  sold" 

•  "dollars  paid  for  expenses"for  each  "expense"  listed  on  the  income 
statement 

•  the  total  of  "dollars  received  for  sales"  minus  "dollars  paid  for  pur- 
chases" and  "dollars  paid  for  expenses"  for  "net  profit" 
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Use  the  new  total  in  place  of  "net  profit"  in  Step  1  of  the  above  calcula- 
tions. The  more  precise  calculation  of  cash  flow  is  especially  valuable  if 
the  business  has  a  large  percentage  of  credit  sales  or  is  operating  on  a  thin 
cash  margin. 

d.  Cash  Breakeven  Analysis 

As  used  in  the  handbook,  the  breakeven  point  means  that  level  of  sales  which 
generates  neither  a  positive  nor  a  negative  net  cash  flow  after  interest  and 
principal  payments  have  been  made.  In  other  words,  when  a  business 
breaks  even,  it  has  a  zero  net  cash  flow.  The  breakeven  point  can  be  calcu- 
lated for  any  given  period  of  time. 

•  Check  the  income  statement  and  cash  flow  for  all  variable  cash  costs. 
The  cost  of  goods  sold  is  one  of  the  chief  variable  cash  costs.  Variable 
costs  are  those  which  change  in  proportion  to  variations  in  sales.  As 
such,  every  variable  cost  may  be  expressed  as  a  percentage  of  sales. 
Figure  out  what  percentage  of  sales  each  variable  cost  is.  Add  the  per- 
centages figured  to  obtain  a  total  percentage  of  sales  for  variable  costs. 

•  Use  the  following  formula  to  determine  the  breakeven  point: 

Dollar  Total  for  Fixed  Costs 


% 


=  Break-Even  Point. 


(100%  of  Sales)  less  (%  of  Sales  for  Variable  Costs) 
For  example,  if: 

(1)  fixed  costs  equal  $10,000;  and 

(2)  variable  costs  equal  90%  of  sales;  then 

(3)  100%  of  sales  minus  90%  of  sales  equals  10%  of  sales;  and 

(4)  $10,000  divided  by  10%  equals  $100,000  -  therefore, 
$100,000  equals  the  breakeven  point. 

The  breakeven  point  can  also  be  viewed  as  a  ratio.  In  other 
words,  the  ratio  of  "Fixed  Costs"  to  "100%  of  Sales"  minus 
the  '%  of  Sales  for  Variable  Costs'  equals  the  ratio  of  "Break- 
even Sales"  to  "100%  of  Sales."  Or,  as  in  the  example,  the 
ratio  of  $10,000  to  10%  equals  the  ratio  of  $100,000  to  100%. 
In  determining  the  breakeven  point  above,  the  packager  and 
E/O  are  solving   the  following    ratio  and  proportion  problem: 

"$10,000"  is  to  "10%  of  Sales"  as 
"$X"isto  "100%  of  Sales". 
"$X"  equals  "$100,000"  equals  the 
"Break-Even  Point". 
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(v)  Balance  Sheet 

A  balance  sheet  shows  a  businesses'  assets,  liabilities  and  equities  on  any  given 
date.  An  opening  balance  sheet  describes  the  financial  status  of  the  business 
the  day  before  it  opens.  Half  of  the  balance  sheet  lists  "Assets";  the  other  half 
lists  "Liabilities"  and  "Equities".  Assets  equal  liabilities  plus  equities.  Liabili- 
ties are  usually  divided  into  two  categories— current  and  long  term.  Current 
liabilities  are  those  debts  the  business  owes  within  the  first  year  of  operation; 
long  term  liabilities  are  debts  the  business  owes  over  an  extended  period  of 
time. 

With  two  exceptions,  all  the  items  and  dollar  figures  listed  on  an  opening 
balance  sheet  may  be  taken  directly  from  a  statement  of  financial  require- 
ments. One  exception  is  the  "cash"  item  listed  under  assets;  the  second  ex- 
ception is  the  "Others"  item  listed  under  equities.  The  statement  of  finan- 
cial requirements  reflect  equity  investment,  but  it  does  not  show  equity  in- 
vestments by  partners,  stockholders  and  other  individuals. 
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CHAPTER  IV 

IMPLEMENTATION 


CHAPTER  SUMMARY 

The  previous  chapters  prepared  you  for  economic  development.  This  chapter 
leads  you  into  the  actual  delivery  of  the  CDO  product:  implementing  econom- 
ic development.  The  CDO  must  combine  human  talent,  community 
and  outside  funding  into  an  operating  framework.  Actually,  operationalizing 
this  gets  into  the  realm  of  management  and  organization  which  will  be  cover- 
ed in  detail  in  Chapter  VI.  This  chapter,  however,  presents  the  basic  issues  in- 
volved in  the  process  of  implementation  and  the  options  and  variations  in  the 
process  that  are  available,  depending  on  the  nature  of  the  CDO's  investment 
strategy. 

HOW  THE  CHAPTER  IS  USEFUL 

No  matter  how  carefully  you  have  anticipated  every  possibility  in  your  plan- 
ning efforts,  there  is  always  that  unknown  entity  involved  in  actual  implemen- 
tation. This  chapter  helps  you  anticipate  and  prepare  for  this  eventuality  by 
discussing  the  aspects  of  implementation  you  have  to  deal  with  on  a  day-to- 
day basis,  such  as:  staffing,  organizing,  decision  making,  policy  setting  and 
managing  of  finance.  A  consideration  of  the  variations  and  options  available 
in  handling  the  operation  of  all  these  functions  can  also  serve  as  a  helpful 
guide  in  making  your  choices  in  a  contingency  approach  (Chapter  VI). 

IV.  1  THE  IMPLEMENTATION  PROCESS 

If  you  have  gone  about  systematically  "packaging"  your  project,  have  pre- 
pared a  carefully  thought  out  project  plan  and  secured  adequate  finances  for 
it,  you  have  taken  care  of  the  most  important  aspects  of  actually  implement- 
ing the  project;  for,  as  already  noted,  the  project  plan  is  your  implementation 
guide. 

The  best  security  against  the  uncertainties  of  implementation  is  to  adopt  a 
"contingency"  approach  toward  operationalizing  the  project.  This  will  be 
returned  to  later  in  this  Chapter  and  in  Chapter  VI.  First,  however,  certain 
more  tangible  aspects  of  implementation  such  as  staffing,  organizing,  decision 
making,  policy  setting  and  managing  of  finances  are  discussed.  Then  a  more 
general  discussion  follows  on  the  day-to-day  functioning  of  your  CDO  as  you 
go  about  implementing  various  projects. 
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The  primary  pre-requisite  to  any  implementation  effort,  of  course,  is  the  over- 
all organization  structure  of  the  CDO.  The  community  organization  evolving 
into  an  economic  development  organization  is  not  starting  from  scratch. 
There  probably  exists  a  core  group  of  community  people  who  have  been  in- 
volved in  services.  It  is  from  this  group  that  the  CDO  evolves.  Like  any  other 
expanding  organization,  the  CDO  is  concerned  about  what  formal  structure 
to  adopt.  There  are  no  hard  and  fast  answers,  no  magic  formula  or  universal- 
ly applicable  organization  structures,  leadership  styles,  or  management  con- 
trols that  may  be  readily  adopted.  There  are,  however,  three  basic  legal  struc- 
tures available  to  CDOs  which  are  explained  in  detail  in  Chapter  VI.  (The 
Non-Prof  it  Corporation,  the  For-Profit  Corporation  and  Cooperatives  are  des- 
cribed, including  explanation  of  the  advantages  and  disadvantages  of  each). 
However,  more  often  than  not,  depending  on  the  complexity  of  your  goals 
and  projects,  you  have  to  devise  a  hybrid  structure.  It  is  essential  that  you  ob- 
tain competent  legal  counsel  in  fully  analyzing  and  formulating  your  formal 
legal  structure. 

Within  this  legal  framework,  internal  issues  and  objectives  dictate  your  opera- 
tional organization  which  again  is  discussed  later  in  Chapter  VI.  Operational  - 
izing  your  total  economic  development  effort  depends  on  the  particular  ap- 
proach you  may  have  chosen  while  setting  up  your  organizational  strategy. 
In  Chapter  II,  this  total  effort  or  Investment  Strategy  was  viewed  as  culminat- 
ing in  several  projects  or  programs  broadly  categorized  as  Non-Profit  Services 
and  For-Profit  Ventures.  Within  these  two  categories  of  projects  are  several 
operational  options  which  may  be  summarized  as  follows: 

Figure  IV.  1 


Total  Control 

Start-Up 

Acquisition 

* 

* 

Part  Control 

* 
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The  determinants  of  making  these  choices  were  explained  in  Chapter  II  but 
once  the  choices  are  made,  they  in  turn  become  the  determinants  of  the  im- 
plementation process  to  be  followed.  For  example,  the  operational  set  up  of 
a  non-profit  project  is  different  from  that  of  a  for-profit  project:  similarly, 
the  set  up  of  a  wholly  owned  project  differs  from  that  of  a  partly  owned 
project.  The  major  issues  that  are  basic  to  the  implementation  process  have, 
therefore,  to  be  considered  in  light  of  these  options. 

It  is  useful  now  to  take  up  "organizing"  as  the  first  issue  in  implementing  a 
particular  project. 
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A.  Organizing  a  Project 

You  are  starting  here  with  a  "packaged"  project.  To  emphasize  once  again, 
the  project  plan  is  your  implementation  guide.  You  have  the  goals,  objec- 
tives, methods  and  resources  all  specified.  Organizing  now  makes  it  possi- 
ble for  people  to  work  effectively  toward  accomplishing  the  project  objec- 
tives. The  organizing  function  thus  has  to  create  the  roles  and  relationships 
that  facilitate  goal  directed  activities,  the  grouping  of  jobs  into  a  framework 
for  direction  and  coordination  that  facilitates  the  completion  of  plans. 

For  most  CDOs,  the  entire  organization  is  structured  around  the  projects  that 
get  funded.  However,  as  they  evolve  and  become  more  experienced  organiza- 
tional units  are  divided  so  that  each  has  a  dissimilar  set  of  duties  and  responsi- 
bilities. The  broad  division  is  along  the  lines  of  non-profit  service  orientation 
or  for-profit  business  orientation,  within  which  units  may  be  organized  ac- 
cording to  "functions"  or  "programs"  as  explained  in  Chapter  VI.  As  units 
deal  with  projects  within  their  particular  orientations,  the  central  questions 
for  each  unit  are:  What  additional  functions  and  activities  will  have  to  be  per- 
formed to  implement  this  particular  project?  What  jobs  or  positions  will  be 
necessary?  How  should  these  positions  be  linked  together  with  clear  lines  of 
authority,  etc.? 


B.    Staffing  the  Project 

Once  a  project  gets  funded,  depending  on  the  complexity  of  the  project  and 
jobs  to  be  done,  new  staff  may  be  required.  The  required  jobs  have  already 
been  specified  in  the  job  descriptions  prepared  in  the  project  plan.  But  it  is 
an  unusual  situation  where  staffing  actually  fills  out  these  descriptions.  More 
often  than  not,  you  will  be  assigning  people  already  on  the  CDO  staff.  You 
can  best  do  this  through  a  management  personnel  audit  similar  to  the  one  des- 
cribed in  Chapter  I,  when  you  assessed  your  organization's  present  status. 
This  means  that  you  list  the  skills  and  experiences  of  the  persons  in  your 
organization  and  match  them  with  those  duties,  responsibilities,  authorities 
and  skills  specified  in  the  job  descriptions.  However,  when  people  are  not 
available  from  within  the  organization,  you  are  faced  with  the  option  of  hiring 
community  people  or  people  from  outside  the  community. 

There  are  certain  trade-offs  between  staffing  with  personnel  from  within  the 
community  vs.  staffing  with  those  from  outside.  If  experienced  and  skilled 
personnel  are  not  available  within  the  community,  it  may  be  better  to  staff 
initially  with  qualified  outsiders  even  at  the  expense  of  negative  community 
reaction.  For  example,  in  starting  business  ventures,  the  risk  of  failure  is  high 
even  with  seasoned  entrepreneurs  running  them.  Using  inexperienced  persons 
to  start  and  run  a  business  adds  even  more  to  the  risks.  Evaluating  and  se- 
lecting entrepreneur/operators  is  a  highly  technical  operation  as  you  have  seen 
in  Chapter  III.  Therefore,  it  is  better  left  to  mature  CDOs  with  established 
track  records  to  train  personnel  from  within  the  community  to  operate  busi- 
ness ventures. 


IV. 3 


Another  special  problem  you  may  face  is  that  of  rapid  turnover  of  personnel 
in  paid  positions.  Good  people  may  leave  because  they  can  find  jobs  at  higher 
pay  elsewhere.  Therefore,  it  is  very  important  that  you  prepare  personnel 
costs  (salaries,  benefits,  etc.)  with  great  care  in  your  project  budget  so  that  re- 
munerations are  commensurate  with  required  qualifications.  Even  then,  the 
salaries  your  CDO  can  pay  may  not  match  those  available  in  other  places. 
Thus,  you  can  see  the  importance  of  keeping  records  of  personnel  who  can  be 
advanced,  or  trained  to  be  ready  for  advancement,  when  members  leave  the 
organization.  This  process  is  explained  further  in  Chapter  VI  as  "management 
succession  systems". 

Especially  once  your  CDO  starts  getting  into  larger  projects,  you  should  de- 
velop some  type  of  organized  personnel  policies  and  have  some  staff  on  board 
with  personnel  management  skills. 

C.    Directing  the  Project 

All  the  effort  put  into  finding  and  assigning  project  personnel,  organizing  and 
establishing  roles  may  be  wasted  if  the  human  and  motivational  dimensions  in 
the  relationships  between  supervisors  and  subordinates  are  not  considered  on 
a  day-to-day  basis.  In  other  words,  if  interpersonal  relationships  are  not 
managed  through  the  exercise  of  leadership  and  direction,  achieving  planned 
objectives  may  prove  impossible. 

Having  probably  started  as  an  informal  grass  roots  community  organization, 
you  may  find  the  directing  functions  especially  difficult  to  perform.  Most 
interpersonal  relationships  tend  to  be  informal,  and  lines  of  authority  and 
communication  may  be  very  difficult  to  establish.  In  the  beginning  when 
you  have  few  projects  and  a  small  staff,  this  informal  flexibility  may  well  be 
an  advantage.  However,  as  your  CDO  grows  and  you  take  on  larger  projects 
with  diverse  staff  requirements,  the  relationships  would  become  complete. 
Your  personal  structure  may  become  a  hybrid  mixture  of  sophisticated  pro- 
fessionals, expert  consultants,  community  volunteers,  etc.  Then  you  have  to 
cope  with  differences  in  educational  level,  social  custom,  and  even  in  the  use, 
interpretation  and  understanding  of  words. 

Given  these  dynamics,  directing  projects  becomes  a  sensitive  task.  You  want 
to  adopt  a  democratic  approach  and  find  answers  through  consensus.  De- 
pending on  how  much  input  the  staff  members  have  had  in  the  planning  and 
design  stage  of  the  project,  you  would  find  it  easy  to  explain  tasks  to  be  per- 
formed and  motivate  people  in  their  respective  roles. 

IV. 2  MONITORING  PROJECT  PERFORMANCE 

Monitoring  is  the  crucial  key  to  adapting  your  project  plan  to  contingencies. 
It  is  through  monitoring  the  results  achieved  at  each  stage  that  necessary 
changes  may  be  affected.  Even  if  the  plan  works  like  clockwork,  the  know- 
ledge of  targets  achieved  and  what  needs  to  be  achieved  next  boosts  staff 
morale  and  performance. 
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A  key  step  in  monitoring  is  comparing  current  performance  with  desired 
standards  or  targets.  Therefore  an  accurate  description  of  current  perfor- 
mance is  essential.  Once  information  about  current  performance  has  been  ob- 
tained, it  should  be  compared  with  the  exact  objective/targets  specified  in  the 
project  plan. 


The  ultimate  purpose  of  evaluation  is  not  to  discover  how  well  your  project  is 
succeeding  but  to  revise  it  so  that  it  can  succeed  even  better.  Consider  some 
specific  monitoring  procedures.  The  foundations  of  project  monitoring  were 
actually  laid  in  your  project  plan.  The  only  new  ingredient  needed  is  current 
information  about  actual  performance  associated  with  the  project. 

A.  Recording  Performance  Data 

Data  which  is  necessary  for  keeping  track  of  current  project  performance 
should  be  incorporated  in  the  project  inventory  of  goals  and  objectives.  The 
prepared  "time/task  charts"  (Chapter  III)  should  be  marked  off  with  the  ob- 
jectives and  matched  with  results  and  key  dates  as  implementation  proceeds. 

B.  Specific  Standards  or  Targets 

The  standards  or  targets  used  in  evaluation  represent  specific  values  of  the  in- 
dicators mentioned  above  at  which  you  as  a  CDO  aim  to  perform.  Standards 
are  certain  levels  of  performance  which  are  regarded  as  satisfactory  or  accep- 
table by  those  knowledgeable  in  the  field.  In  some  cases,  targets  will  be  way 
below  standards  or  vice-versa  depending  on  the  sophistication  and  maturity  of 
your  CDO.  However,  in  the  long  run  the  targets  should  be  progressively  ad- 
vanced as  you  gain  experience  from  project  to  project. 

C.  Importance  of  Quantification 

The  importance  of  delineating  measureable  and  quantifiable  objectives  was 
stressed  in  project  planning.  In  recording  project  performance,  the  benefits  of 
having  measurable  objectives  will  become  apparent.  If  some  goals  cannot  be 
translated  into  quantitative  indices,  it  may  be  possible  to  break  them  down 
into  sub-objectives,  for  which  quantitative  indices  may  be  derived. 

D.  Importance  of  Intangible  Factors 

The  overall  monitoring  effort  must  be  based  on  quantifiable  measurements, 
but  cannot  be  limited  to  such  measures  alone.  For  example,  several  indicators 
will  be  used  each  having  different  units  which  cannot  be  directly  added  to  de- 
termine overall  performance.  Thus,  overall  monitoring  must  be  based  on 
more  general  or  abstract  measures. 

Possibly  a  weighted  index  can  be  constructed  to  summarize  the  combined 
results  of  indicators  which  use  varying  measures.  For  example,  a  weighted 
index  might  be  constructed  based  upon  changes  in  the  unemployment  rate, 
median  family  income  and  the  proportion  of  families  with  income  under 
$3,000.  Such  an  index  could  be  used  as  a  rough  indicator  of  the  overall 
input  of  our  sample  industrial  park  project  described  in  Chapter  III. 
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CHAPTER  V 
EVALUATING  THE  DEVELOPMENT  PROCESS 
CHAPTER  SUMMARY 

There  are  three  general  types  of  evaluation  —  project  evaluation,  process  eval- 
uation, and  impact  evaluation.  The  last  is  perhaps  the  most  difficult.  The 
various  methodologies  important  to  project  evaluation  are  discussed  in 
Chapter  X,  while  process  evaluation  and  impact  evaluation  are  discussed  here. 

Considerable  effort  has  been  made  in  Part  2  of  the  Handbook  devising  an 
idealized  scheme  within  which  CDOs  are  expected  to  develop  their  goals  and 
implement  them  through  projects.  Yet,  over  a  period  of  time,  CDOs  have  to 
monitor  their  progress  in  terms  of  the  growth  of  their  organization  and  the 
intended  impact  on  the  community. 

Thus  this  chapter  deals  with  the  fundamental  question,  "How  well  is  the  CDO 
doing  its  job?"  Methodologies  are  discussed  that  may  aid  in  answering  this 
question. 

If  it  is  genuinely  concerned  about  trying  to  serve  its  community  better,  the 
CDO  should  be  interested  in  process  and  impact  evaluation.  This  implies 
a  willingness  to  reconsider  its  goals,  as  well  as  changing  the  organization's 
staff,  methods  of  making  decisions,  and  choice  of  projects.  Besides  the  uses 
of  evaluation  for  the  CDO's  internal  needs,  there  is  the  large  issue  of  account- 
ability. Whenever  a  CDO  gets  money  from  the  government,  it  must  be  pre- 
pared to  justify  its  expenditure.  There  are  really  two  aspects  of  accounta- 
bility -  the  accounting  side  and  the  efficiency  side.  The  accounting  side  is 
concerned  with  ensuring  that  government  monies  have  been  allocated  within 
the  law  and  a  proper  record  kept  of  transactions.  The  efficiency  aspect, 
however,  is  a  far  trickier  question.  From  a  government  agency's  point  of 
view,  there  are  many  competing  CDOs  that  are  eligible  for  limited  resources. 
Naturally  the  agency  will  want  to  provide  funds  to  the  CDO  that  has  not  only 
utilized  its  money  best  in  meeting  community  needs  and  satisfying  the  agency 
mandate,  but  also  has  documented  this  success  through  well  kept  records. 

HOW  THE  CHAPTER  IS  USEFUL 

Often  the  notion  of  evaluating  a  CDO  evokes  considerable  anxiety  among  the 
government  agencies  that  monitor  them  and  the  CDO  staff.  The  reasons  for 
this  anxiety  are  quite  understandable,  since  as  pointed  out  in  Part  1,  CDOs 
are  a  hybrid  of  a  profit  maximizing  business  and  public  sector  organizations. 
Unlike  project  evaluation,  no  sound  methodology  has  been  developed  that 
allows  an  organized  evaluation  of  a  CDO  to  take  place.  This  does  not  mean, 
however,  that  CDOs  cannot  themselves  take  the  lead  and  develop  their  own 
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measures  of  performance.  This  chapter  describes  evaluation  methods  that  can 
help  the  CDO  improve  its  performance  as  well  as  upgrade  its  image.  Before 
you  start  your  own  evaluation  efforts,  however,  you  are  forewarned,  to  find 
out  the  specific  criteria  that  your  funding  agency  uses. 


V.l    IMPORTANT  ISSUES  IN  CDO  EVALUATION 

This  chapter  takes  for  granted  that  your  CDO  has  formulated  goals  and  ob- 
jectives tied  to  community  problems,  and  that  it  has  implemented  some  of 
these  projects.  Most  important  of  all,  it  is  presumed  that  you  are  now  will- 
ing to  look  back  in  order  to  improve  CDO  performance  in  the  future.  In  this 
case  there  are  three  types  of  questions  you  will  want  to  address: 


1.  Are  your  organizational  goals  correct  in  terms  of:  a)  meeting  commu- 
nity needs  current  or  long  run  (did  you  perceive  community  problems 
correctly?),  b)  Implementability  within  existing  constraints  and  re- 
sources (see  Section  II.  1  for  the  definition  of  these  terms  as  used  in  the 
development  process). 

2.  Given  specific  goals  and  objectives,  have  you  utilized  your  resources 
efficiently  in  implementing  them?  Specifically:  Are  your  strategies 
appropriate?  Could  you  have  achieved  more  by  utilizing  some  other  set 
of  strategies;  or,  did  you  seem  to  be  headed  in  the  right  direction  in 
terms  of  our  goals  and  strategies,  but  could  not  implement  the  projects 
well?  In  this  instance,  the  important  issues  are:  Was  the  organization  for 
the  project  bad?  (Chapter  VI)  Was  it  a  problem  of  management?  Or 
did  your  staff  lack  competency  in  technical  or  political  skills? 

3.  Alternatively,  given  the  resources  at  your  disposal,  in  the  most  general 
sense,  could  you  have  created  greater  impact  in  terms  of  your  goals  and 
objectives?  The  important  questions  to  be  asked  here  are  similar  to  those 
raised  in  (2)  above. 


In  addition  there  are  a  host  of  other  concepts  such  as  incidence,  the  time  of 
impact,  etc.,  that  often  are  just  as  important.  These  concepts  are  also  used  in 
project  evaluation,  and  you  should  read  Section  X.2  to  understand  what  they 
mean  before  you  attempt  any  self  evaluation. 

The  CDO  must  also  decide  whether  its  level  and  type  of  community  involve- 
ment is  adequate  or  too  constraining.  Usually,  involving  the  community  in 
great  depth  slows  the  process  of  implementation,  while  lack  of  involvement 
leads  to  incorrect  goals  and  strategies  for  the  organization. 

Before  carrying  out  any  sort  of  evaluation  effort,  you  must  have  some  bench- 
mark which  serves  to  determine  success  or  failure.  This  is  referred  to  either 
as  the  basis  of  the  evaluation  or  as  the  criterion  for  the  evaluation. 
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A.  Evaluation  with  Respect  to  What? 

There  are  three  types  of  bases  for  an  evaluation : 

1.  Evaluation  with  respect  to  an  assigned  goal.  Most  social  service  evalua- 
tions are  of  this  form.  Here,  the  evaluator  looks  at  a  CDO's  goals,  and 
without  judging  the  merit  of  these,  checks  if  the  CDO  is  actually  meeting 
them.  Thus,  if  a  CDO  claims  that  its  goals  are  to  rehabilitate  homes  and 
will  rehabilitate  ten  this  year  for  a  million  dollars,  all  one  can  do  is  to  de- 
termine if  in  fact  ten  homes  were  rehabilitated  for  the  million  dollars 
given  the  CDO.  This  contrived  example  points  out  the  pitfall  of  this 
method,  in  that  the  goal  does  not  seem  to  be  very  efficient. 

2.  Evaluation  with  respect  to  a  particular  standard  or  norm.  Suppose 
someone  in  Washington  decides  that  for  a  million  dollars  a  CDO  should 
rehabilitate  100  homes.  Then  if  a  CDO  has  only  rehabilitated  80  homes 
it  has  not  been  efficient.  The  CDO  comes  back  and  claims  "Homes  on 
the  West  Coast  are  in  worse  shape  than  the  homes  you  Easterners  are 
used  to."  What  can  you  say,  but  that  the  CDO  should  have  designed  its 
original  project  better. 

3.  Evaluation  based  on  comparison.  Now  you  might  turn  to  evaluating  a 
business.  Suppose  you  have  a  business  that  makes  insulation  for  homes, 
and  you  want  to  evaluate  its  performance.  You  first  check  to  see  if  the 
business  is  profitable.  Then  a  good  question  to  ask  is,  Is  it  profitable 
enough?  After  all,  it  could  be  making  $1  a  year  or  $1,000,000  a  year. 
Suppose  you  find  that  the  business  is  making  20  percent  after  taxes  on 
shareholders  equity.  This  looks  very  good  until  you  discover  the  average 
for  the  particular  industry  that  year  happens  to  be  40  percent.  Is  the 
firm  doing  poorly?  If  you  selected  as  the  basis  for  your  evaluation  the 
average  for  the  industry,  the  business  has  failed  the  evaluation  test. 
However,  if  the  basis  were  a  norm  of  long  term  savings  account  interest 
rate,  the  firm  would  be  a  success.  Now  suppose  the  manager  tells  you  his 
goal  was  10  percent  return  on  sharehold  equity  and  that  instead  he  ex- 
ceeded his  target  200  percent  and  now  he  wants  a  large  bonus.  Pick  your 
basis  and  you  have  your  answer. 

B.  Evaluation  and  CDO  Evolution 

It  was  pointed  out  in  Chapter  II  that  of  the  four  strategy  characteristics  open 
to  a  CDO,  a  new  or  evolving  CDO  would  most  likely  pick  revenue  generating 
or  community  advocacy  ones.  As  this  CDO  evolved  over  time  it  would  even- 
tually be  involved  in  business  development.  As  the  CDO  organized  and  de- 
veloped its  capacity  to  meet  long  range  goals,  it  might  build  a  base  of  com- 
munity support  but  yet  not  show  grand  economic  benefits. 

It  is  unfortunate  that  this  kind  of  CDO  performance  is  rarely  accepted,  even 
though  in  the  private  sector  a  company  is  well  respected  if  it  does  not  declare 
a  dividend   for  three  or  four  years  while  financing  its  growth  internally. 
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C.    Evaluation  and  Social  Indicators 

Ideally  a  CDO  should  be  able  to  evaluate  its  development  process  by  moni- 
toring socio-economic  conditions  in  its  community  and  noting  any  changes. 
This  would  require  the  development  of  elaborate  social  indicators.  Social 
indicators  are  statistics  that  provide  useful  data  on  the  well-being  or  problems 
of  a  community.  The  unemployment  rate  or  the  poverty  rate  in  your  com- 
munity are  examples  of  social  indicators.  Another  one  you  should  be  careful 
about  is  the  average  income  of  families  and  unrelated  individuals.  Such  statis- 
tics are  purported  to  be  key  determinants  of  the  prosperity  of  the  residents 
of  a  community. 

These  social  indicators  suffer  from  some  problems  common  to  almost  all 
social  indicators.  To  be  really  useful,  a  social  indicator  should  offer  the 
following  attributes : 

1.  It  must  have  some  underlying  conceptual  framework  or  theory  that 
motivates  the  need  for  the  social  indicator  and  ensures  its  usefulness.  All 
three  indicators  identified  above  spring  from  economic  theory. 

2.  It  must  measure  what  it  claims  to  measure.  The  poverty  rate  has  been 
criticized  on  this  point.  It  depends  on  a  definition  of  poverty  and  is  thus 
capable  of  political  manipulation,  as  has  been  evidenced  in  the  past. 

3.  It  must  be  accurate  so  that  you  can  note  any  changes  in  objective  con- 
ditions. For  instance,  if  a  large  source  of  employment  in  a  community 
closes  the  unemployment  indicator  should  show  a  jump;  otherwise  it  is 
not  very  useful. 

Although  it  has  been  noted  that  almost  all  social  indicators  have  their  failings, 
some  are  worse  than  others.  A  good  example  of  a  bad  indicator  is  the  FBI's 
Index  of  Crime.  It  lumps  together  everything  in  one  number  from  murders  to 
muggings  to  car  thefts.  Thus,  for  example,  even  if  in  two  communities  this 
index  were  the  same,  say  150,  it  says  very  little  about  the  crime  situation. 
One  community  could  have  100  murders  and  50  car  thefts  while  the  other 
may  have  50  murders  and  100  car  thefts.  According  to  the  crime  index  both 
communities  are  equal  in  terms  of  crimes  committed,  although  our  common 
sense  tells  us  murders  are  far  worse  than  car  thefts. 

All  these  issues  in  evaluation  assume  importance  when  we  consider  the 
methods  useful  to  evaluating  your  CDO's  performance. 

V.2   METHODS  TO  EVALUATE  THE  ECONOMIC  DEVELOPMENT 
IMPACT  OF  YOUR  CDO 


A.    Selecting  A  Basis  for  the  Evaluation 

Before  starting  any  evaluation  of  your  CDO  you  have  to  decide  on  the  basis 
for  the  evaluation.     In  Section  V.l  three  types  of  bases  were  discussed: 
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•  Evaluation  with  respect  to  an  assigned  goal 

•  Evaluation  with  respect  to  some  standard  or  norm 

•  Evaluation  based  on  comparison 

The  first  one  requires  you  to  set  up  a  number  of  goals  that  your  CDO  wishes 
to  accomplish  in  its  community.  These  goals  can  then  be  turned  into  measu- 
rable objectives  to  serve  as  the  basis  for  the  evaluation. 

The  second  type  of  evaluation  is  more  difficult,  since  in  community  eco- 
nomic development  there  are,  strictly  speaking,  very  few  standards  or  norms. 
It  is  generally  accepted,  however,  that  two  important  criteria  are  the  extent 
of  employment  and  income  brought  into  the  community. 

To  do  full  justice  to  the  CDO,  employment  and  income  must  be  broadly 
defined.  As  was  pointed  out  in  Subsection  II. 4. C,  when  a  project  is  im- 
plemented, three  types  of  employment  and  income  are  generated: 

•  Direct  employment  or  income  from  the  labor  force  working  on  the 
project  or  venture 

•  Indirect  employment  and  income  created  in  industries  providing  the 
industry  with  goods  and  services 

•  Induced  employment  and  income  is  created  by  the  purchase  of  ad- 
ditional goods  and  services  by  the  labor  force  directly  or  indirectly  employed 
by  the  project  and  project  suppliers 

There  is  an  added  dimension  to  income  generation.  Suppose  a  CDO  puts  a 
heavy  emphasis  on  housing  rehabilitation  and  at  worst  employs  all  labor  from 
outside  the  community.  Now  it  is  possible  to  consider  the  improved  housing 
services  provided  as  a  form  of  income.  The  argument  runs  as  follows: 

People  want  better  housing,  and  there  are  two  ways  to  get  it:  1)  by 
increasing  income  and  buying  better  housing  or  renovating  their  existing 
structure;  or  2)  by  the  CDO  upgrading  their  existing  homes  under  con- 
tract. Under  some  assumptions,  the  CDO's  housing  rehabilitation  work 
is  equivalent  to  the  increased  income  that  would  be  allocated  to  the 
home.  This  principle  can  be  generalized  to  other  types  of  projects  as 
well. 


B.    Measuring  Economic  Development  Impact  (Impact  Evaluation) 

Once  you  have  selected  a  basis  for  evaluation,  you  willwant  to  determine  the 
aggregate  impact  of  the  CDO  on  the  community.  This  will  require  you  to 
derive  indicators  to  measure  this  impact.  You  can  get  a  good  start  on  measur- 
ing impact  by  adding  up  the  wage  and  income  impact  of  all  projects  run  by 
the  CDO.  See  Chapter  X  for  further  details. 
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This  form  of  measuring  impact  may  be  seen  in  two  projects  implemented  by 
TELACU.  The  first  one  involves  a  Los  Angeles  CETA  contract.  Its  measures 
of  impact  were: 

Objectives 

To  provide  On-the-Job  Training  (OJT)  under  Title  I  to  parts 
of  the  City  of  Los  Angeles. 

Sources  and  Amount  of  Funding 

City  of  Los  Angeles  $230,400 

Indicators  of  Economic  Impact 

Employment  impact 

Administrative  Employment       =        6 

Individuals  placed  on  OJT  =   235 

Wage  Impact*  241 

Approximate  annual  administrative 
gross  wage  =    $  58,000 

Total  Wage  Impact  =    $544,600 

However,  there  are  other  programs  not  amenable  to  this  simple  calculation. 
Take   for  instance  the  work  of  the  Senior  Citizen  Program  of  TELACU: 

Senior  Citizen  Program 

Date  Started:        July  1975 

Goals:      To  provide  social  services  to  the  senior  citizens 

of  the  community  through  non-CSA  public  funds 

This  program  includes  three  components  --  Senior  Citizen  Trans- 
portation, Senior  Citizens  Food  Co-op,  and  the  Handyman  Program. 
Each  component  impacts  a  different  aspect  of  services  to  the  senior 
citizens. 

Senior  citizen  transportation  provides  free  Dial-a-Ride  transportation  to  the 
elderly.  Thus,  it  provides  an  invaluable  service  in  allowing  them  to  reach 
medical  and  other  social  services. 

The  Senior  Citizen  Food  Cooperative  purchases  food  such  as  vegetables,  can- 
ned goods,  etc.,  in  bulk  and  thus,  lowers  the  food  bill  of  the  local  senior  citi- 
zenry. 

*This  wage  impact  was  calculated  as  follows:  The  number  of  people  placed  in  jobs  that 
still  held  jobs  at  the  end  of  90  days  were  assumed  to  maintain  their  jobs  for  a  period  of  20 
weeks.  Then  the  average  wage  offered  by  the  employer  for  the  particular  program  was  cal- 
culated for  the  twenty  week  period.  This  figure  was  multiplied  by  the  total  number  of 
people  that  were  assumed  to  have  held  jobs  over  the  20  week  period. 
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The  Handyman  Program  provides  free  minor  repairs  to  senior  citizen  owner 
occupied  homes. 

Sources  and  Amounts  of  Funding: 

Senior    Citizen    Transportation    has    normally    been    funded    annually    for 
$127,000  by  the  State  of  California.     Its  continued  funding  is  in  doubt. 

The  Senior  Citizen  Food  Co-operative  is  funded  annually  for  $35,000  by  the 
County  Department  of  Agriculture. 

The  Handyman  Program  is  funded  annually  through  the  Los  Angeles  County 
Department  of  Housing  and  Community  Development  for  $100,000. 


Indicators  of  Economic  Impact 

Senior  Citizen  Transportation 

Number  of  clients  served  annually  24,000 

Senior  Citizen  Food  Co-operative  -  Num- 
ber of  clients  served  annually  7,536 

Value  of  food  purchased  annually  7,200,000 

Handyman  Program  7,200 

Number  of  senior  citizen  owner  occupied 
homes  served  annually  25,000 

Many  of  these  services  cannot  be  converted  to  dollar  amounts  and  are  left 
as  they  are.  Figure  V.l  presents  a  scheme  for  carrying  out  an  aggregate 
impact  for  one  CDO. 
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FIGURE  V.l 
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CHAPTER  VI 

MANAGEMENT  AND  ORGANIZATION 


CHAPTER  SUMMARY 

This  chapter  presents  basic  management  concepts  and  tools  for  the  Communi- 
ty Development  Organization  (CDO).  Key  management  roles  and  competen- 
cies are  described,  and  alternate  forms  of  organization  are  suggested.  By 
studying  this  material  the  CDO  will  be  able  to  assess  and  improve  upon  its 
abilities  to  introduce  and  manage  the  Development  Process  (Part  2  of  the 
Handbook). 

The  requirements  for  effective  management  are  greatest  when  the  environ- 
ment in  which  the  organization  functions  is  changing  rapidly.  This  is  certain- 
ly the  case  for  a  CDO  in  today's  social  climate.  The  CDO  must  combine 
human  talent,  community  resources,  and  outside  funding  in  an  operating 
framework,  along  with  a  strategy  designed  to  meet  local  economic  develop- 
ment needs.  The  basic  task  of  CDO  management  is  to  implement  community- 
based  economic  development.  This  task  requires  teamwork  and  organization, 
trained  people,  and  substantial  resources.  The  acquisition  of  these  resources 
calls  for  professional  management  knowledge  and  skills. 

HOW  THE  CHAPTER  IS  USEFUL 

This  chapter  is  intended  to  present  concisely  the  foundations  in  management 
and  organization  that  will  broaden  the  organizational  capacity  of  a  CDO  to 
fulfill  community  economic  development  needs  as  well  as  carry  out  an  effi- 
cient and  effective  development  strategy  and  process.  A  selected  and  annotat- 
ed bibliography  appears  at  the  end  of  the  chapter. 

VI.1    AN  OVERVIEW  OF  THE  CDO 

FROM  A  MANAGEMENT  PERSPECTIVE 

The  results  of  experience  and  modern  research  show  that  there  is  no  one  best 
way  to  manage,  no  magic  formula  for  managing  all  organizations.  There  are  no 
universally  applicable  plans,  organization  structures,  leadership  styles,  or 
management  controls.  These  all  depend  on  the  situation  and  its  elements. 
Therefore,  the  CDO  should  adopt  a  flexible  approach  to  managing  its  affairs, 
known  as  a  contingency  approach  to  management.  The  management  of  CDO 
operations  needs  pragmatic  decisionmaking  in  these  kinds  of  areas: 
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•  What  works  best  for  the  situation  of  the  CDO  component  being  con- 
sidered? 

•  What  management  practices  fit  best? 

•  What  structure  fits  best  for  a  given  corporation  or  firm  in  the  CDO? 

•  Should  it  be  a  standard  functional  organization;  should  it  be  a  pro- 
gram organization;  or  would  a  matrix  structure  fit  best? 

•  Should  the  style  of  the  organization  be  open  and  participative;  should 
it  be  directive;  or  should  it  be  somewhere  in  between? 

These  questions  and  others  will  be  explored  in  this  chapter,  but,  as  an  over- 
view, what  is  a  CDO  from  a  management  perspective?  A  useful  way  to  think 
about  the  CDO  in  this  context  is  to  view  management  and  organization  as  the 
means  to  bring  together  diverse  resources,  or  inputs,  and  utilize  these  in  bring- 
ing about  desirable  community  results,  or  outputs  (see  Figure  VI. 1  below). 
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This  simplified  view  shows  that  human,  capital,  and  other  resources  are  ap- 
plied to  achieve  greater  community  income,  employment,  services,  and  over- 
all improvement  in  quality  of  life  by  management  and  organization.  There  are 
no  natural  forces  at  work  that  will  transform  inputs  into  sustained  economic 
development  results.  Without  effective  and  efficient  management  and  organ- 
ization—The performance  of  the  functions  and  activities  listed  in  the  middle 
component  of  FigureVI.l— community  economic  development  is  haphazard 
and  chaotic.  Thus,  from  a  management  perspective,  the  CDO  is  the  active 
ingredient  that  marshals  and  guides  appropriate  resources  into  community 
development  results.  And  the  CDO  accomplishes  this  overall  role  through 
proper  planning,  organizing,  staffing,  directing,  controlling,  and  marketing. 
Each  of  these  elements  of  management  and  organizations  is  examined  a  little 
later  in  this  chapter. 

The  community  organization  evolving  into  an  economic  development  organi- 
zation, what  we  have  called  a  CDO,  is  not  starting  from  scratch.  There  prob- 
ably exists  a  core  group  of  people,  a  few  full-time  employees  perhaps,  but 
mostly  part-time  and  volunteer  workers  who  have  performed  social  service 
functions  in  the  community.  It  is  from  this  core  group  that  a  CDO  will  be 
created.  The  major  questions  to  be  addressed  might  include  the  following: 

1.  How  does  the  community  group  make  the  transition  from  an  "in- 
formal" organization  to  a  "professional"  or  "formal"  organiza- 
tion? 

2.  How  is  the  transition  made  from  organizing/supplying  social  ser- 
vices to  planning/implementing  economic  development? 

3.  Is  it  possible  to  strike  a  good  balance  between  making  profits  and 
contributing  socially  to  the  community? 

4.  Is  it  possible  to  find  people  with  the  right  kind  of  technical  ex- 
pertise—should they  come  from  outside  the  community? 

5.  How  can  the  fledgling  CDO  plan  its  strategy  when  there  are  so 
many  crises  to  take  care  of? 

These  are  major  issues  for  every  CDO,  and  similar  to  problems  faced  by  any 
business  operation.  Any  organization  on  the  path  of  expansion  or  growth  is 
concerned  about  what  formal  structure  to  adopt.  And  most  CDOs  that  have 
moved  into  economic  development  have  built  upon  their  social  "business" 
to  do  so.  Every  successful  CDO  wants  to  continue  its  successes  in  the  social 
arena,  while  implementing  planned  economic  change.  They  have  also  had  to 
face  the  issue  of  using  local  talent  vs.  recruiting  "outsiders".  All  organiza- 
tions—private, public,  profit,  or  non-profit— entail  some  element  of  "crisis 
management".  These  problems  are  not  unique  to  community  organizations. 

It  is  typical  of  all  organizations  that  management  and  organization  have  a 
single  unifying  purpose:  achieving  and  maintaining  the  highest  level  of  pro- 
ductivity possible.  Productivity  is  the  relationship  between  inputs  and  out- 
puts. Referring  to  our  earlier  discussion,the  term  "productivity"  for  the   CDO 


VI.3 


encompasses  both  how  resources  (inputs)  are  used,  and  what  community 
economic  results  the  CDO  achieves  with  them  (outputs).  Productivity  focuses 
management  action  on  the  proper  relationship  between  inputs  and  outputs 
needed  to  reach  community  economic  goals  in  the  development  process. 
Productivity  improvement  occurs  three  different  ways: 

1.  When  resource  use  remains  constant  but  outputs  increase. 

2.  When    resource    use   increases   but   outputs   increase   even   faster. 

3.  When  resource  use  declines  but  outputs  remain  the  same. 

Referring  to  Figure  VI. 1,  on  the  input  side  management's  concern  is  with 
efficiency:  "Are  we  doing  things  right?  are  we  keeping  expenditures  at  the 
lowest  possible  level  in  order  to  achieve  desired  economic  changes?"  And  on 
the  output  side  the  concern  is  with  effectiveness:  "Are  we  doing  the  right 
things?  Are  we  creating  the  most  viable  projects  with  the  greatest  impact  on 
development  of  our  impacted  area?" 

Again,  there  are  no  inevitable  forces  at  work  that  assure  a  high  level  of  pro- 
ductivity. And  productivity  efforts  ultimately  depend  on  individuals  and  their 
contributions  within  the  organization.  Achieving  high  productivity  takes  man- 
agement and  organization— planning,  organizing,  staffing,  directing,  control- 
ling, and  marketing. 

VI.2    THE  KEY  ROLES  OF  MANAGEMENT  AND  ORGANIZATION 

The  CDO  serves  as  a  catalyst  and  agent  for  change  in  fostering  economic  and 
social  development  in  a  community.  To  expand  from  an  informal,  or  even  a 
formal  non-profit  social  service  oriented  organization  into  a  CDO  requires  that 
core  leaders/members  of  the  community  organization  analyze  and  decide  on 
the  appropriate  type  and  structure  of  organization  to  adopt.  You  must  also 
determine  how  the  expanded  management  functions  will  be  performed.  This 
will  be  necessary  to  create  the  capacity  to  acquire  funds  or  capital,  increase 
available  human  talent  for  the  CDO,  develop  a  comprehensive  economic  devel- 
opment strategy,  and  apply  these  ingredients  in  the  community  for  desired 
results.  In  short,  to  design  and  implement  the  development  process  presented 
in  Part  2  of  this  Handbook,  key  roles  and  functions  of  management  and  or- 
ganization need  to  be  considered  as  economic  development  is  added  to  the 
community  organization's  mission  goals. 

Activities  might  start  with  the  core  group  doing  strategic  planning  aimed  at 
identifying  the  economic  needs  of  the  community.  Once  areas  of  need  or 
opportunities  have  been  specified,  you  can  initiate  analysis  of  alternatives  for 
organization  growth  and  design.  Three  kinds  of  organizations  are  customarily 
found  in  community  development  programs: 

•  Non-profit,  to  furnish  specific  social  services 

•  Cooperatives,  to  take  advantage  of  economies  of  scale  through  volume 
buying  or  large-scale  production  of  products  or  services 
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•    Businesses  for  profit,  to  stimulate  and  improve  the  economic  develop- 
ment of  a  community  and  generate  investment  capital. 

A  typical  CDO  organization  chart  might  look  like  this: 
Figure  VI.2 
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Alternatives  for  organizational  design  will  be  discussed  later  in  this  chapter, 
but  no  matter  what  kind  of  structure  is  put  together  to  meet  the  needs  of  the 
community,  the  roles  performed  to  manage  successfully  are  essentially  the 
same.  These  are  summarized  as  follows: 

•  Planning  is  the  most  basic  of  all  management  functions.  The  manager 
organizes,  staffs,  directs,  and  controls  to  assure  the  attainment  of  goals 
and  objectives  according  to  plans.  For  the  CDO,  Chapters  I  and  II  es- 
pecially focus  on  planning  in  terms  of  assessment  and  investment 
strategy.  In  a  management  context,  CDO  planning  is  the  foundation  of 
the  development  process,  since  the  resulting  investment  goals  and  objec- 
tives will  guide  all  other  CDO  management  functions. 

•  Organizing  makes  it  possible  for  people  to  work  effectively  toward  ac- 
complishing goals.  Again,  referring  to  Part  2,  the  development  process 
includes  specification  of  verifiable  community  goals  to  be  attained.  The 
organizing  function  then  creates  the  roles  and  relationships  that  facili- 
tate goal  directed  activities. 

•  Staffing  involves  the  proper  selection,  appraisal,  and  development  of 
people  to  fill  the  roles  designed  into  an  organizational  structure.  The 
function  of  staffing  in  the  CDO  was  touched  on  in  Chapter  IV  and  has 
to  do  with  placing  human  resources  in  identifiable  roles  prescribed  in 
the  organization  structure. 

•  Directing  involves  the  manager  in  motivating,  communicating,  and  lead- 
ing. Managerial  deficiencies  in  directing  personnel  in  the  CDO  can  make 
it  impossible  to  fulfill  planning  goals,  and  nullify  all  the  effort  that  has 
gone  into  organizing  and  staffing  the  CDO. 
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•  Controlling  closes  the  loop  in  the  system  of  managing  and  involves 
assessing  the  organization's  record  of  accomplishments  compared  with 
its  plans.  Thus,  CDO  management  controls  by  evaluating  progress 
toward  community  development  goals.  Deviation  from  plans  or  pro- 
gress may  be  corrected;  thus,  control  may  result  in  setting  new  goals, 
developing  new  plans,  changing  the  organization  structure,  improving 
staffing  activities,  and  changing  techniques  used  in  directing.  Effective 
control  gives  feedback  to  CDO  management  so  that  corrective  action 
can  and  will  be  taken  to  get  the  development  process  back  on  course. 

As  stated  above,  the  CDO's  management  can  ensure  a  high  level  of  productiv- 
ity by  doing  a  good  job  in  each  of  the  key  roles.  A  more  in-depth  discussion 
of  each  follows. 

A.  Planning 

Planning  initiates  the  development  process  and,  thus,  was  an  integral  part  of 
Part  2  of  this  Handbook.  Discussion  here  focuses  on  planning  as  a  manage- 
ment tool— a  way  to  link  individual  and  organizational  effort  with  require- 
ments of  the  development  process. 

By  starting  your  planning  process  early  in  the  game,  you  will  be  able  to  intro- 
duce new  CDO  members  into  the  planning  system  from  the  day  they  join  the 
CDO  organization.  Planning  then  becomes  the  customary  way  things  are  done. 
All  members  of  the  CDO  will  set  their  objectives  with  the  help  of  their  lead- 
ers. The  latter  will  have  set  their  objectives  to  achieve  the  goals  of  economic 
development  desired  by  the  CDO.  In  this  way,  all  members  work  as  a  team 
toward  the  same  end. 

Every  organization  in  the  CDO  should  adopt  a  planning  system.  When  devel- 
oped on  the  basis  of  a  set  of  procedures,  the  planning  system  becomes  clear. 
People  in  the  organization  know  what's  expected  of  them.  The  planning 
permits  coordinating  the  activities  of  people  with  different  backgrounds  and 
different  skills. 

A  planning  system  affords  the  following  advantages: 

•  Such  planning  deals  with  the  outcome  of  current  decisions.  The  manag- 
ers responsible  for  the  planning  can  study  the  possible  consequences  of 
today's  decision,  and  select  that  which  seems  best  for  the  organization 
in  the  future.  They  can  devise  alternatives  in  the  event  of  possible  con- 
tingencies and  so  be  ready  to  change  course  on  short  notice  if  trouble 
appears  likely. 

•  Planning  is  a  process.  Keyed  to  basic  strategies  and  policies,  it  spells 
out  what's  to  be  done,  when,  how,  and  who's  to  do  it. 

•  Planning  is  a  philosophy.  When  managers  learn  to  work  with  formal 
planning,  it  becomes  a  way  of  life  that  underwrites  a  climate  of  achieve- 
ment. 
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Managing  through  planning  is  a  tested  way  to  gain  the  productivity  the  CDO 
needs  to  assure  healthy  growth.  Modern  management,  by  and  large,  proceeds 
from  this  kind  of  planning;  it  follows  the  practices  of  managers  proven  out- 
standingly successful  in  achieving  and  holding  high  levels  of  productivity  in 
successful  organizations. 

These  managers  show  similar  ways  of  doing  things.  Instead  of  bing  direc- 
tive bosses,  they  tend  to  act  as  coaches,  teachers,  and  counselors  with  their 
subordinates.  They  help  their  people  set  objectives  in  keeping  with  their  own 
goals.  They  let  their  people  have  a  great  deal  to  say  about  their  jobs  and  how 
they  do  them.  This  way  of  administering  the  affairs  of  a  CDO  is  certainly 
in  keeping  with  the  social  need  to  be  democratic  in  our  culture. 

As  your  CDO  moves  from  its  current  phase  to  that  of  economic  development, 
the  need  for  careful  planning  assumes  major  importance. 

•  Planning  produces  a  structure,  or  network  of  plans.  This  planning 
structure  welds  strategic  with  shorter  range  operational  plans.  It  inte- 
grates strategies,  goals,  objectives,  policies,  and  activities  at  all  levels  in 
the  organization. 

Economic  disaster  occurs  too  often  in  for-profit  enterprise.  The  way  to  tilt 
the  odds  in  favor  of  success  is  for  you  to  do  the  most  careful  planning  possi- 
ble. From  the  very  beginning  of  the  move  into  economic  development  formal 
planning  in  financial  matters,  in  marketing,  and  in  other  essential  areas,  will 
improve  your  chances  for  success. 

Here  are  some  suggestions  for  making  your  planning  system  work  with  mini- 
mum difficulty: 

•  The  central  feature  of  planning  is  focused  dialogue  between  a  manager 
and  those  that  report  to  him/her.  Discussions  should  be  directed  toward 
identifying  objectives  that  are  challenging  but  achievable,  and  that  con- 
tribute to  fulfilling  one  or  more  goals  of  the  CDO's  development  pro- 
cess. 

•  At  the  conclusion  of  such  discussions,  all  plans  should  be  written  down, 
perhaps  in  memo  form,  recording  agreements  reached  between  each  em- 
ploye and  the  person  he/she  reports  to.  These  should  not  be  elaborate 
forms  but  merely  "person-to-person"  talks  "on  paper."  There  are  two 
major  advantages  of  written  plans.  First,  writing  specific  objectives,  sub- 
objectives,  and  action  plans,  even  in  summarized  form,  requires  disci- 
plined thinking  and  specificity.  Second,  recording  such  discussions  on 
paper  supplies  a  diary  of  an  agreed  upon  work  program  for  each  em- 
ploye. The  resulting  memos  will  not,  and  should  not,  cover  every 
aspect  of  what  the  employe  does.  It  will  specify  results  expected 
within  a  planning  period,  and,  as  crises  occur,  will  serve  as  a  reminder 
for  managers  and  employes  to  get  back  on  track  after  the  crises  are 
resolved. 
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•  Limit  the  number  of  terms  used  in  the  planning  system  to  a  tested 
few.  We  have  seen  many  attempts  to  introduce  planning  bog  down  in 
heated  arguments  about  the  meaning  of  the  terms  used;  for  example: 
What's  a  goal?  What's  an  objective?  Which  is  more  important;  and 
what's  the  difference  between  targets,  state  points,  and  check  points? 
Here  are  the  words  we  suggest  should  be  used  in  planning.  They  are 
simple  and  few  in  number.  By  staying  with  them  you  limit  the  possi- 
bility for  confusion: 

Objectives  are  overall  purposes  of  positions  to  be  reached.  They  are 
relatively  short-range,  perhaps  a  year  or  so.  The  requirements  of  the 
CDO  and  its  development  process  will  set  the  length  of  an  objective. 
For  example,  a  CDO  might  have  an  objective  that  states:  "Establish 
three  low-technology  manufacturing  enterprises  employing  at  least 
250  employes  from  our  impact  area  within  two  years." 

Subobjectives  are  the  end  results  desired  by  a  specific  time.  Sub- 
objectives  tend  to  be  more  concrete,  more  limited  in  scope  and  time, 
than  objectives.  Generally,  several  subobjectives  will  have  to  be 
achieved  and  integrated  to  reach  an  objective.  For  example,  a  manager 
in  the  CDO  might  have  the  following  subobjective:  "Complete  the 
prospectus/business  plan  for  three  low-technology  manufacturing 
enterprises  by  the  end  of  the  year." 

Action  Plans  are  steps,  activities,  tasks,  projects,  or  programs,  which 
together  accomplish  subobjectives.  Action  plans  are  the  ultimate  step 
that  make  formal  planning  work.  Action  plans  imply  activities— people 
doing  things,  working  and  interacting  with  others  inside  and  outside 
the  organization. 

1.  GUIDES  TO  WRITING  PLANS 

Here  are  some  well-tested  guides  that  will  help  your  CDO  managers  prepare 
plans: 

•  No  division,  department,  or  individual  management  position  in  the 
CDO  should  have  more  than  six  or  seven  major  objectives  in  work  at 
any  time.  Planning  should  avoid  spelling  out  in  step-by-step  detail  how 
people  should  do  their  jobs.  Planning  should  afford  guides  that  are 
specified  as  results,  which  may  be  thought  of  as  standards  of  perfor- 
mance. Therefore,  managers  are  free  to  do  their  jobs  in  ways  they  feel 
comfortable  with.  The  ultimate  criteria  of  performance  are:  Do  they 
do  a  good  job  that  meets  the  requirements,  on  time,  and  within  the 
budget  of  money  and  resources  allocated? 

•  Plans  should  be  written  informally,  not  on  standard  forms  developed 
for  the  purpose.  Use  of  standard  forms  tends  to  move  the  system 
toward  bureaucracy,  in  which  filling  out  the  forms  becomes  the 
important  part  of  the  planning  process.  Means  become  ends  and  the 
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whole  purpose  of  gaining  enthusiastic  commitment  to  achievement  is 
thwarted. 

•  Plans  should  be  stated  in  simple,  clear  language.  A  clear  crisply  stated 
plan  says  what  is  intended  without  being  hard  to  interpret  or  causing 
confusion. 

•  Each  plan  should  start  with  an  active  verb,  which  says  do  something, 
don't  just  sit  there.  Verbs  show  action.  Here  are  typical  active  verbs 
that  might  start  a  plan:  Reduce  turnover,  increase  net  profit .  .  .  hire 
two  people  for  .  .  .  buy  a  new  site  for  .  .  . 

•  Each  plan  should  have  an  end  date  by  the  calendar.  This  means  a 
specific  date  such  as  June  15,  1980,  or  November  10,  1981.  A  speci- 
fic date  sharpens  the  focus  of  timeliness  for  achievement.  Take  advan- 
tage of  it. 

•  Each  plan  should  specify  a  way  of  measuring  achievement  toward  its 
accomplishment.  Wherever  possible  numbers  should  be  used;  for 
example,  dollars  for  profit,  pounds  of  scrap,  or  percentage  of  turn- 
over. Some  plans  aim  at  objectives  that  can't  be  put  into  numbers.  If 
so,  use  a  scale  of  some  kind,  for  example,  ranging  from  poor  through 
fair,  good,  and  excellent. 

•  The  final  suggestion:  In  addition  to  a  means  for  measuring  progress 
toward  a  goal,  there  should  be  a  statement  of  how  often  feedback  on 
progress  should  be  checked.  Looking  at  performance  over  too  long  an 
interval  may  cause  trouble  by  allowing  performance  that  differs  too 
much  from  that  desired,  making  it  impossible  to  correct  in  the  time 
left.  The  appropriate  interval  for  checking  progress  must  be  set  by 
sound  managerial  judgement. 

2.  PLANNING  SHOULD  BE  PRACTICABLE 

Planning  should  be  within  the  capacity  of  the  CDO  and  the  individual.  It 
should  not  be  blue-sky.  But  planning  should  stimulate  accomplishment  of 
some  aspects  of  the  development  process  ard  growth  of  the  CDO  and  its  peo- 
ple. Plans  should  be  set  at  high  enough  levels  to  stimulate  growth  or  expan- 
sion, but  not  so  high  as  to  be  clearly  out  of  reach.  By  encouraging  growth, 
individuals  become  more  competent  and  the  CDO  becomes  more  effective. 

3.  ADVANTAGES  OF  FORMAL  PLANNING 

The  system  of  formal  planning  carries  certain  distinct  advantages  over  more 
traditional  ways  of  managing.  Most  important,  formal  planning  will  assure 
that  efforts  are  directed  toward  specific  results  in  achieving  high  productivity. 
When  introduced  into  the  CDO,  formal  planning  promotes  individual  commit- 
ment to  work.  Once  the  ideas  for  planning  in  the  fundamental  business 
requirements  have  taken  hold,  the  planning  system  can  later  include  features 
such    as   appraising   individual   performance,  gaining  insight  into  individual 
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strengths  and  weaknesses,  adjusting  compensation,  and  developing  a  manage- 
ment succession  program. 

4.  CAUTIONS  IN  INTRODUCING  FORMAL  PLANNING 

It  should  be  pointed  out  that  these  various  uses  of  planning  should  never  be 
introduced  all  at  once.  Instead  they  should  follow  one  another  gradually  over 
a  long  period,  perhaps  two  or  three  years,  as  the  CDO  grows  and  management 
gains  planning  experience.  If  all  these  features  were  introduced  as  a  package, 
the  learning  needed  to  make  the  planning  system  operate  well  would  be  too 
complicated,  confusing,  and  self-defeating. 

5.  PLANNING  AS  A  HUMAN  STRATEGY 

Formal  planning  makes  it  possible  to  fuse  individual  and  organizational  effort 
with  the  needs  and  requirements  of  the  development  process.  Its  strategy 
allows  for  individual  differences.  Members  of  the  organization  can  do  things 
in  their  own  way.  Individual  style  or  method  is  secondary  to  achieving  the 
required  results  for  accomplishment  of  the  CDO's  overall  (productivity) 
objectives.  The  only  constraint  on  members  of  the  firm  should  be  that  they 
behave  in  a  legal  and  ethical  way.  In  a  word,  the  strategy  of  the  planning 
system  we  have  described  permits  individual  freedom  within  a  disciplined 
approach  to  organizational  achievement. 

Although  focusing  on  individual  needs  and  performance,  the  system  ensures 
the  development  of  teamwork  because  of  the  need  to  consult  with  others  and 
to  arrive  at  mutually  acceptable  planning  in  the  process.  The  consultative 
procedures  in  the  planning  process  enable  the  emergence  of  an  open  climate 
management.  This  in  turn  supports  the  teaching,  learning  environment  from 
which  innovative  and  powerful  forward-looking  management  develops. 

B.  Organizing 

The  function  of  planning  is  to  design  a  performance  roadmap  that  tells  where 
the  CDO  wants  to  go  and  the  results  it  intends  to  achieve.  The  process  of 
organizing  calls  for  defining  necessary  roles,  and  the  grouping  of  jobs  into  a 
framework  for  direction  and  coordination  that  facilitates  the  completion  of 
plans.  For  the  community  organization,  the  central  questions  here  are:  "What 
additional  functions  and  activities  will  we  have  to  perform  to  engage  in 
economic  development;  what  jobs  or  positions  will  be  necessary;  how  should 
these  positions  be  linked  together  with  clear  lines  of  authority  and  respon- 
sibility?" The  benefits  that  come  with  proper  organization  include: 

•  Clarification  of  who  does  what,  and  responsibility  for  specific  results 

•  Facilitation  of  communication  and  control 

•  Improvement  of  planning  and  decisionmaking 
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•  Definition  of  the  task  requirements  for  existing  and  new  positions 

The  design  of  the  CDO  organization,  or  the  redesign  of  the  community  organ- 
ization to  become  a  CDO  goes  beyond  drawing  boxes  on  a  chart.  Two  sepa- 
rate tasks  are  required.  First,  you  must  select  the  legal  form  of  organization 
CDO  will  utilize.  The  legal  structure  adopted  defines  in  broad  terms  the  mis- 
sion and  role  of  the  CDO  and  its  component  parts.  This  requires  major  deci- 
sions, and  involves  complex  and  technical  considerations.  A  separate  section, 
VI. 3,  is  devoted  to  legal  aspects  of  organizing. 

Second,  within  the  legal  structure,  and  discussed  here  are  several  management 
considerations  for  deciding  on  the  best  internal  form  of  organization.  Achiev- 
ing the  benefits  of  good  organization  design  within  the  legal  framework  de- 
pends upon  finding  the  structure  that  best  fits  the  intended  development 
program. 

There  is  a  wide  range  of  effective  organization  designs,  and  choices  should  be 
based  on  strategies  the  CDO  develops  for  economic  progress  of  the  communi- 
ty it  will  serve.  Thus,  in  organizing,  primary  consideration  is  given  to  the  kinds 
of  services  the  CDO  will  supply  and  the  tasks  and  information  required  to  do 
so.  The  problem  is  to  create  mechanisms  by  which  an  integrated  and  coordi- 
nated pattern  of  purposeful  work  behavior  can  be  obtained  across  inter- 
dependent groups. 

Several  basic  types  of  designs  are  distinguishable,  and  experience  and  research 
suggests  some  advantages  and  disadvantages  for  each  type.  The  following  alter- 
natives in  design  will  be  discussed  from  a  management  viewpoint: 

•  The  functional  organization 

•  The  program /product  organization 

•  The  matrix  organization 

More  than  one  type  of  design  will  undoubtedly  be  used  by  the  CDO  as  pro- 
jects, business  ventures,  and  resource  development  efforts  are  initiated  and 
grow,  and  demand  a  different  managerial  approach. 

1.  THE  FUNCTIONAL  ORGANIZATION 

The  functional  design  divides  organizational  units  so  that  each  has  different 
duties  and  responsibilities.  Each  function  deals  directly  or  indirectly  with 
the  CDO's  clients  or  community,  but  performs  different  duties  and  supplies 
different  services.  For  example,  the  CDO  might  have  major  functions  such  as 
client  social  services,  program  /project  planning,  community  relations, 
accounting/finance,  and  economic  development.  Each  function  or  division 
represents  a  grouping  of  closely  related  activities.  For  example,  a  CDO  organ- 
ized along  functional  lines  might  look  like  this: 
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Figure  VI.3 
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Functional  structures  concentrate  competence  in  particularly  effective  ways 
by  orienting  people  toward  specialized  activities.  Some  studies  have  found 
that  when  complex  tasks  are  performed,  organizations  grouping  jobs  oh  the 
basis  of  function  tended  to  produce  superior  products  and  services  compared 
with  organizations  that  used  product/program  groupings  (discussed  below). 
Evidence  also  suggests  that  stable  environmental  conditions  favor  the  func- 
tional design.  In  general,  when  the  work  of  the  CDO  is  best  accomplished 
by  a  high  degree  of  specialization,  then  a  functional  structure  can  work 
well— but  only  as  long  as  the  social  and  economic  environment  of  the  CDO 
remains  relatively  stable. 


A  major  disadvantage  of  the  functional  structure  is  that  it  tends  to  deem- 
phasize  peer-level  cooperation  and  coordination  in  the  organization.  The 
CDO,  organized  along  functional  lines  and  specializations,  could  lose  sight 
of  its  community  impact  mission.  Results  in  economic  development  might 
be  deemphasized  because  of  specialized  groupings.  Boundaries  between  major 
departments  of  the  CDO  may  hinder  responsiveness  to  client  and  community 
needs.  When  problems  arise  that  do  not  exactly  fit  within  any  one  depart- 
ment, managers  find  them  difficult  to  solve.  It  may  be  too  easy  for  managers 
of  departments  and  personnel  to  look  at  problems  from  the  standpoint  of 
finance  or  community  relations  or  some  other  functional  speciality  rather 
than  viewing  and  dealing  with  these  problems  from  the  standpoint  of  the  CDO 
and  the  community  as  a  whole.  Further,  this  kind  of  "tunnel  vision"  may 
inhibit  effective  expansion  of  the  CDO's  services,  programs,  and  projects  as 
the  development  process  evolves. 

2.  THE  PROGRAM  ORGANIZATION 

This  structure  divides  the  units  of  the  organization  on  the  basis  of  products, 
projects,  or  programs.  The  program  organization  deploys  personnel  on  the 
basis  of  specific  social  or  economic  programs,  while  the  functional  structure 
organizes  people  into  specialist  groupings.  For  example,  the  CDO  might  have 
the  following  program  divisions  on  its  organizational  chart: 
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Figure  VI.4 
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In  contrast  to  functional  organization,  each  program  division  would  handle 
its  own  accounting,  planning,  and  community  relations. 

The  advantages  of  this  design  are  particularly  significant  when  the  CDO  has  or 
anticipates  a  highly  diversified  development  program  for  the  community.  Pro- 
grams may  be  quite  different  from  each  other,  serve  different  community 
needs  and  clients,  and  be  funded  from  different  sources.  The  program  design 
permits  effective  specialization.  Objectives  of  various  divisions  can  be  set  in 
terms  that  are  significant  for  the  CDO  as  a  whole,  and  keyed  directly  to  the 
strategy  of  the  development  process. 

Another  important  advantage  of  the  program  design  concerns  the  develop- 
ment and  growth  of  CDO  personnel.  The  functional  organization  trains  mana- 
gers in  a  specialized  functional  area  imbued  with  a  functional  perspective.  In 
the  program  design,  managers  receive  experience  in  various  functional  areas 
since  each  program  division  accomplishes  most  or  all  functions  such  as  re- 
source development,  marketing/community  relations,  and  program  develop- 
ment and  implementation.  Such  competence  will  be  crucial  as  the  CDO's 
development  process  unfolds  and  as  needs  for  professional  management 
talent  increase. 

Three  additional  advantages  of  this  design  lie  in: 

•  Control:  Research  has  shown  that  program  structures  are  associated 
with  a  better  record  of  meeting  schedules  and  controlling  costs  than 
functional  structures.  What  the  program  structure  does  is  fix  respon- 
sibility for  all  activities  related  to  a  particular  program. 

•  Innovation:  New  and  better  ways  to  deal  with  problems  are  facil- 
itated since  there  are  no  boundaries  between  various  groups  con- 
tributing to  a  program.  Business  organizations  tend  to  abandon 
functional  structures  when  they  pursue  growth  through  diversifica- 
tion, new  product  development,  and  new  market  penetration. 

•  Change:  The  program  organization  offers  potential  advantages  in 
coping  with  unstable  environments.  These  advantages  include  in- 
ducing greater  cooperation  among  specialists,  and  focusing  their 
combined  efforts  on  performance. 
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The  program  organization  leads  to  better  results  in  situations  where  the  task 
is  less  predictable  and  requires  innovative  problem-solving. 

There  are  important  disadvantages  to  the  program  design.  First,  this  structure 
may  pose  human  problems  in  terms  of  insecurity  about  jobs  and  loyalty  to- 
ward the  entire  organization.  Subordinates  in  these  structures  tend  to  fear 
possible  unemployment  (budget  cutbacks),  and  be  more  frustrated  by  ambi- 
guity or  conflict,  and  feel  less  loyalty  to  their  organizations  than  do  subordi- 
nates in  functional  organizations.  Second,  program  design  can  fail  to  concen- 
trate expertise  in  essential  ways.  Specialists  are  located  together  in  the  func- 
tional organization.  The  program  structure  disperses  them  into  subgroups  ori- 
ented to  particular  programs.  Since  technical  competence  is  often  nurtured  by 
interaction  with  similar  professionals,  functional  expertise  may  be  weakened 
by  a  program  structure. 

3.   MATRIX  ORGANIZATION 


This  approach  to  organization  is  often  used  along  with  a  functional  or  a  pro- 
gram structure,  in  order  to  resolve  some  of  their  disadvantages  mentioned 
above.  The  functional  structure  often  proves  weak  in  emphasizing  results  and 
in  providing  coordination.  The  program  structure  often  proves  weak  in  con- 
centrating technical  expertise.  The  matrix  design  offers  the  strengths  of  both 
the  functional  and  program  structures  while  avoiding  the  weaknesses  of  either. 

The  matrix  organization  rejects  the  idea  that  resources  should  be  organized 
exclusively  around  self-contained  functions  or  programs,  since  such  a  move 
would  either  reduce  specialization  or  require  duplication  of  resources.  The 
essence  of  this  approach  is  to  establish  dual  or  multiple  reporting  relation- 
ships. This  means  that  several  members  of  the  organization,  while  remaining 
attached  to  and  operating  within  their  own  function  or  program,  also  have 
assignments  and  responsibilities  for  contributions  elsewhere. 

For  example,  a  CDO  might  have  some  personnel  assigned  primarily  to  its  bus- 
iness development  program  who  are  expert  at  writing  technical  proposals  for 
federal  funds.  These  individuals  could  be  utilized  in  developing  proposals  for 
other  program  areas,  such  as  social  services,  and  thus  their  expertise  could  be 
more  fully  exploited.  Organizationally,  these  individuals  are  "matrixed"  for 
the  period  they  are  assigned  out  of  their  area  of  primary  program  responsibil- 
ity. 

The  matrix  approach  is  a  contingency  approach  to  organization.  Human 
resources  assigned  to  one  program  could  be  responsive  to  other  program 
needs,  and,  depending  on  priorities,  participate  in  task  accomplishment  out- 
side of  their  program  boundary.  Such  assignments  of  responsibilities  would  be 
dictated  by  the  development  needs  of  the  community  and  the  development 
process  employed  by  the  CDO. 

The  primary  disadvantage  of  matrix  organization  lies  in  the  potential  confu- 
sion in  reporting  relationships  —  who  reports  to  whom.  Individuals  may  have 
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two  or  three  "bosses",  and,  at  any  point  in  time,  receive  conflicting  messages 
and  demands  about  job  duties.  Managers  may  have  difficulty  keeping  track  of 
personnel  and  their  performance.  As  a  result,  matrix  structure  requires  more 
open  and  frequent  communication,  vertically  and  laterally,  in  the  organiza- 
tion. 

4.  SUMMARY  AND  EXAMPLE 

The  program  organization,  like  the  functional  organization,  is  a  mixed  bless- 
ing. The  price  of  realizing  the  advantages  of  the  program  or  functional  struc- 
tures includes  incurring  their  disadvantages,  though  the  matrix  approach  can 
minimize  them. 

The  program  design  is  the  type  most  often  used  by  existing  community-based 
organizations  wanting  to  expand  into  economic  development.  And  the  pro- 
gram organization  is  probably  the  best  alternative  for  the  CDO,  since  the 
multi-dimensional  development  process,  described  in  Part  2  of  this  Hand 
book,  entails  a  variety  of  effective  programs  aimed  at  meeting  differing  com- 
munity economic  needs. 

The  functional  organization  is  appropriate  for  the  CDO  only  when  it  performs 
simple  tasks,  when  performance  results  are  easy  to  measure,  and  when  re- 
sources and  the  environment  are  stable  and  predictable.  None  of  these  condi- 
tions are  usually  present  in  accomplishing  community  economic  development. 

Even  though  the  program  organization  may  be  adopted  in  some  form  by  the 
CDO,  this  does  not  mean  it  is  the  final  or  complete  answer  to  the  organizing 
problem.  It  is  the  rare  case  where  a  simple  model  of  organization  fits  the 
CDO,  and  this  is  due  to: 

•  Its  multifaceted  role  in  community  development. 

•  The  complex  needs  of  clients  or  client  groups.    . 


a 


The  need  to  mobilize  and  supply  special  competence  to  satisfy  particular 
community  needs. 


The  model  selected  for  the  CDO  should  make  it  possible  for  you  to  target 
CDO  resources  on  identified  community  needs,  and  also  offer  the  flexibility 
to  adjust  as  community  needs  are  satisfied.  This  results  in  the  need  to  organ- 
ize principally  around  specific  programs,  using  matrix  or  contingency  ap- 
proaches as  priority  needs  arise.  As  will  be  seen  in  the  following  example, 
though,  all  three  forms,  functional,  program,  and  matrix,  can  be  effectively 
combined. 

The  Fernwood  Community  Development  Organization  (FCDO)*  supplies  a 


*A  fictitious  name  is  used  here  even  though  this  case  describes  an  existing  CDO,  so  the 
reader  will  not  construe  our  example  as  a  model  or  standard  with  universal  application. 
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good  example  of  a  CDO  utilizing  a  basic  program  organization,  supplemented 
by  functional  components,  and,  when  needed,  a  matrix  approach.  An  intro- 
ducton  to  its  organization  chart  is  given  by  the  following: 

Example 

"The  full  range  of  FCDO's  activities  and  overall  strategy  is  quickly  if  im- 
perfectly represented  by  a  chart  of  its  organizational  structure,  and  that 
should  be  considered  before  detailing  the  specific  projects.  Periodic 
changes  in  the  program  naturally  have  required  periodic  redesign  of  the 
organizational  chart,  but  throughout  FCDO's  history  the  basic  outlines 
of  its  program  have  remained  steady  enough.  The  chart  presented  here 
therefore  probably  illustrates  as  well  as  anything  can  the  strategic  pri- 
orities set  by  the  organization." 


Figure  VI.  5 


Referring  to  the  diagram,  the  basic  program  structure  of  FCDO  is  found  in  its 
three  major  operating,  or  line,  divisions:  a)  Venture  Development,  b.)  Com- 
munity Development  and  Human  Services,  and  c)  Manpower  Development. 
These  are  (and  have  been)the  major  priority  programs  of  the  CDO.  These  pro- 
grams, however,  are  supplemented  by  three  centralized  staff  functions:  a)  Per- 
sonnel, b)  Finance  and  Accounting,  and  c)  Communications  and  Community 
Relations.  The  matrix  approach  (see  dotted  lines)  is  often  used  to  supplement 
programs  or  functions  on  an  "as  needed"  basis.  For  example,  employees  in 
the  Finance  and  Accounting  Departments  are  often  matrixed  to  the  three 
program  divisions  to  assist  in  preparing  government  grant  applications.  And 
employees  from  the  program  divisions  may  when  needed  be  matrixed  to  work 
in  the  Communications  and  Community  Relations  Department.  Thus,  em- 
ployees are  assigned  on  a  temporary  basis  to  one  or  more  departments  or  di- 
visions to  augment  existing  staff  and  skills  in  other  departments  or  divisions 
when  priorities  or  workload  require  such  added  help. 


(    ■ 
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The  FCDO  organization  structure  is  typical  of  a  more  mature  CDO.  Rather 
than  locate  functional  expertise  in  each  program  division,  FCDO  has  found 
that  greater  productivity  and  coordination  results  from  centralizing  some 
specialized  functions  that,  in  turn,  supply  timely  staff  support  for  programs, 
and  matrix  some  personnel  to  these  program  divisions  when  they  are  needed. 
In  addition,  at  times  functional  areas  may  need  extra  help  that  can  be  borrow- 
ed from  program  areas.  This  organizational  arrangement  utilizes  the  strengths 
of  each  form  of  structure  to  maximum  advantage,  while  minimizing  the  weak- 
nesses of  each. 

To  summmarize  this  discussion  of  organizing,  it  is  important  to  understand 
that  the  CDOs  structure  be  considered  in  a  dynamic  sense.  The  appropriate 
form  of  organization  depends  on  its  mission  or  purpose  as  community  needs 
change,  constant  attention  should  be  given  to  adapting  structure  to  fit  its  en- 
vironment, client  needs,  and  available  professional  skills.  And  keep  in  mind 
that  redesigning  the  community  organization  to  accommodate  economic  de- 
velopment goals  entails  much  more  than  drawing  components  on  an  organiza- 
tion chart.  The  basic  task  is  to  create  the  roles,  relationships,  and  communica- 
tion linkages  that  have  the  greatest  potential  for  high  productivity  in  achiev- 
ing community  economic  development  objectives. 

C.   Staffing  —  Filling  Positions  with  People 

Organizing  sets  the  structure  within  which  people  will  work  toward  reaching 
planning  targets.  When  you  staff  an  organization  effectively,  you  place  the 
right  people  in  the  right  positions  at  the  right  time.  This  is  a  management  task 
of  great  importance  because  the  quality  of  the  performance  of  the  organiza- 
tion depends  on  the  skills  of  its  members. 


Figure  VI.6 
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As  the  CDO  expands  into  economic  development,  it  will  need  to  fill  new  posi- 
tions created  by  this  growth.  The  first  place  to  look  for  personnel  to  move 
into  these  positions  is  within  the  existing  organization.  You  can  best  do  this 
through  a  management  personnel  audit.  This  means  that  you  would  list  the 
requirements  of  the  positions  to  be  filled:  duties,  responsibilities,  authorities, 
and  the  skills  and  backgrounds  needed  to  do  the  jobs.  You  would  then  study 
and  list  the  skills  and  experience  of  the  persons  in  the  existing  organization. 
The  first  reference  given  at  the  end  of  this  chapter  includes  procedures  for 
doing  this.  By  comparing  the  requirements  for  each  open  position  with  the 
qualifications  of  personnel  in  the  present  organization,  you  can  select  those 
where  that  individual  seems  best  qualified  to  move  into  the  open  spot. 


The  CDO  has  two  other  sources  of  personnel  to  draw  on:  people  within  the 
community  and  people  outside  the  community.  When  you  face  the  problem 
of  finding  a  person  for  a  position  your  first  step  should  be  to  know  the  re- 
quirements of  the  position  very  clearly.  You  can  then  define  the  tasks  the  po- 
sition is  responsible  for  —  and  what  background  and  skills  are  required  to  do 
the  job. 

There  is  a  trade-off  between  staffing  with  personnel  from  within  the  commun- 
ity vs.  staffing  with  those  from  outside  the  community.  If  experienced  and 
skilled  personnel  are  not  available  within  the  community,  it  may  be  better  to 
staff  initially  with  qualified  outsiders  even  though  this  may  bring  some  nega- 
tive community  reactions.  For  example,  in  initiating  business  ventures,  the 
risk  of  failure  is  exceedingly  high  even  with  seasoned  entrepreneurs  running 
them.  Using  inexperienced  personnel  to  start  and  run  new  businesses  adds 
even  more  risk  at  a  time  when  the  CDO  badly  needs  some  commercial  success- 
es. Some  mature  CDOs  have  found  it  better  to  staff  with  outside  experts  ini- 
tially, and  then  train  personnel  from  within  the  community  to  gradually  as- 
sume more  responsibility.  As  initial  ventures  grow  and  prosper,  additional 
staffing  needs  emerge,  and  these  can  be  met  by  human  resources  with  training 
from  the  community. 


Case  I 

A  CDO  started  a  for-profit  business  venture,  a  pharmacy,  in  its  commu- 
nity. The  intent  was  to  furnish  a  community  service  that  had  been 
inadequately  provided  by  the  private  sector.  While  this  business  faced 
a  multitude  of  problems,  perhaps  the  most  important  was  to  be  found  in 
its  management.  The  pharmacy  continued  to  rely  on  business  expertise 
from  within  the  CDO  even  though  it  was  clear  to  the  person  in  charge  of 
it  that  the  CDO  had  come  to  the  stage  of  its  evolution  when  it  needed 
more  business  expertise  than  was  available  in  the  community  served  by 
the  pharmacy. 

An  experienced  manager  with  a  good  track  record  from  outside  the 
community  could  have  conceivably  saved  the  venture  from  failing. 
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Case  II 

A  CDO  started  a  highly  technical  business  under  the  direction  of  a 
talented  financial  expert  who  had  worked  for  the  organization  for  many 
years.  He  recognized  his  limitations  and  hired  a  manager  from  the 
community  and  paid  him  a  $60,000  salary.  This  manager  soon  had  the 
business  generating  a  large  enough  profit  so  that  it  was  possible  to  open 
another  branch  outside  the  community.  A  negative  aspect  was  that  em- 
ployes from  the  community  who  worked  for  the  manager  were  paid 
poorly  and  required  to  work  long  hours.  A  situation  which  the  CDO 
had  criticized  in  other  community  businesses.  Thus,  the  business  made 
a  profit  and  expanded,  but  its  community  impact  was  probably  not  in 
the  best  interests  of  the  community  it  claimed  to  serve. 

Case  III 

A  CDO  decided  to  move  into  housing  rehabilitation  in  a  major  way.  It 
hired  a  businessperson  with  experience  in  running  similar  ventures  in  the 
private  sector.  Unfortunately,  no  one  in  the  CDO  had  the  expertise  to 
monitor  or  control  him  and  he  succeeded  in  directing  large  amounts  of 
cash  to  his  own  private  business.  By  the  time  the  embezzlement  was 
discovered  it  was  too  late.  The  CDO  lost  a  considerable  amount  of 
capital. 

In  part,  the  philosophy  of  the  CDO  may  govern  choices  made  in  fulfilling 
staffing  needs.  But  these  choices  should  be  made  with  a  clear  picture  of  the 
high  risks  involved  and  a  long-run  view  of  what  will  do  the  community  the 
most  good,  as  illustrated  by  these  cases. 

You  will  probably  be  able  to  fill  many  positions  in  the  organization  you  are 
working  with  from  the  human  resources  in  the  community.  But  you  may  have 
to  bring  in  outsiders  for  expert  help  in  several  professional  areas.  In  this  case 
volunteers  can  usually  be  found.  The  experience  of  the  Mexican  American 
Council  for  Economic  Progress  (MACEP),  of  Austin,  Texas,  is  typical: 

MACEP  deals  with  every  element  of  the  community.  Political,  business, 
social,  minority,  and  public  organizations  are  concerned  with  the  eco- 
nomic development  of  underdeveloped  areas,  as  all  benefit  from  the  suc- 
cess of  such  a  project.  Churches  have  been  especially  helpful  and  sup- 
portive of  MACEP.  MACEP  does  not  work  with  other  agencies;  local 
groups  have  shown  interest  and  support  for  the  project.  Although 
MACEP  does  not  recruit  volunteers,  from  time  to  time  people  from  out- 
side the  community  will  volunteer  their  skills,  from  secretarial  to  techni- 
cal expertise.  Bankers  and  lawyers  have  foregone  consultant  fees  at  times 
and  have  donated  their  time  to  promote  MACEP  to  others  who  are  ca- 
pable of  helping. 

You  can  follow  this  example  to  build  up  a  file  of  professionals,  both  inside 
and  outside  the  community,  who  can  be  counted  on  to  fill  either  temporary 
or  longer  range  needs  of  your  CDO  organization.  And  you  and  your  associates 
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need  not  be  bashful  about  asking  qualified  outside  or  inside  people  to  provide 
their  services  when  you  need  them. 

To  make  sure  that  you  are  able  to  fill' positions,  you  should  keep  records  of 
the  strengths  and  weaknesses  of  permanent  members  of  your  staff.  These 
records  need  not  be  very  elaborate.  Notes  written  in  a  three-ring  binder  are 
usually  adequate.  These  records  will  allow  you  to  single  out  people  to  pro- 
mote when  needed.  You  will  also  be  able  to  determine  what  kind  of  training 
or  development  members  will  need  to  help  them  improve  their  performance. 

A  special  problem  you  may  have  to  face  is  that  of  rapid  turnover  of  personnel 
in  paid  positions.  The  salaries  your  CDO  can  pay  may  not  match  those  avail- 
able in  other  places,  inside  or  outside  the  community.  Good  people  may  leave 
because  they  can  find  jobs  at  higher  pay  elsewhere.  This  is  the  situation  faced 
by  the  CEDC  of  Alaska,  perhaps  in  somewhat  more  severe  a  form  than  you 
might  experience,  but  nevertheless  typical : 

The  salary  structure  in  Alaska  is  higher  than  in  any  other  state,  and  is 
escalating  in  a  vain  effort  to  keep  up  with  Alaska's  soaring  cost  of  living 
(also  highest  in  the  United  States).  CEDC  has  urged  OEO  (CSA)  to  sup- 
port increases  that  would  bring  CEDC  salaries  in  line  with  those  of 
Alaska's  state  government,  including  cost  of  living  and  merit  step  increas- 
es. This  has  naturally  led  to  problems. 

You  can  see  the  importance  of  keeping  records  01  personnel  who  can  be  / 

advanced,  prepared  for  advancement,  when  members  leave  the  organization. 

You  can  move  people  up  or  bring  in  help  from  the  outside  when  you  know 
whom  to  move  up  or  bring  in. 

When  this  whole  process  of  having  personnel  available  to  fill  positions  as 
needed  is  done  methodically,  it  is  called  a  management  succession  system. 


D.  Directing 

Planning  emphasizes  results,  organizing  deals  principally  with  structure,  and 
staffing  involves  personnel  acquisition.  Directing  is  concerned  with  the  human 
and  motivational  dimensions  in  the  relationship  between  a  manager  and  sub- 
ordinates. 

Directing  in  the  CDO  has  essentially  the  same  meaning  as  leading.  Through  the 
exercise  of  leadership,  directing  aims  at  managing  the  interpersonal  relation- 
ships among  members  to  help  them  understand  and  work  hard  toward  the 
achievement  of  the  objectives  of  the  CDO. 

You  will  find  the  directing  function  not  an  easy  one  to  perform.  The  relation- 
ships of  paid  staff  members  and  volunteers  from  inside  and  outside  the  com- 
munity tend  to  be  complex.  You  must  cope  with  differences  in  educational 


VI. 20 


level,  social  custom,  even  in  the  way  words  are  used,  misinterpreted,  and  mis- 
understood. You  will  have  to  proceed  gingerly,  keeping  constantly  aware  of 
the  need  for  patience  and  courtesy  in  your  dealings.  A  report  on  community 
economic  development  meetings  in  a  CED  corporation  in  South  Carolina  il- 
lustrates this  point: 


Mrs.  F.  (not  a  board  member)  stressed  the  importance  of  Class  A  mem- 
bers (Class  A  members  are  those  holding  stock  sold  exclusively  to  poor 
members  of  the  community)  participating  in  the  regular  meetings.  She 
then  asked  for  some  reasons  as  to  why  Class  A  members  do  not  parti- 
cipate. 

Mrs.  C.  (a  class  A  director)  said  some  of  the  reasons  are  because  Class  B 
members  talk  too  fast.  And  some  of  the  words  they  use  we  do  not  under- 
stand. (Class  B  members  own  preferred  stock  and  were  considerably 
more  affluent  than  Class  A  shareholders.  They  tended  to  come  from 
outside  the  community). 

It  is  difficult  to  remember  that  the  Class  B  directors  often  do  not  under- 
stand things  which  others  take  completely  for  granted.  For  example,  the 
second  meeting  of  the  Class  A  directors  included  a  discussion  of  the 
meeting  and  use  of  Roman  numerals.  One  director  explained,  ...  that 
Roman  numerals  are  simply  Roman  numbers. 

You  will  want  to  adopt  a  democratic  approach  in  your  directing  effort.  The 
CDO  should  represent  the  whole  community.  Its  goals,  which  determine  its 
mission,  should  be  set  by  collaboration  among  the  representatives  of  the  vari- 
ous parts  of  the  community.  This  means  that  you  should  allow  people  to  have 
their  say  in  planning  and  decision  making. 

You  will  want  to  reach  the  answers  by  consensus  rather  than  by  taking  a  vote. 
Consensus  implies  that  people  talk  things  through,  submit  their  ideas  openly, 
thrash  through  differences,  and  come  to  agreement  on  what  to  do.  Taking  a 
vote  on  an  issue  too  often  divides  people.  People  tend  to  stick  with  their  ayes 
or  nayes  as  a  matter  of  pride;  stubborness  outweighs  reason  and  the  group  can 
become  separated  into  factions.  That  is  why  consensus  serves  the  purpose  of 
the  CDO  as  voting  cannot.  Consensus  supports  teamwork. 

You  can  see  from  the  foregoing  that  directing  in  the  CDO  suggests  the  need 
for  a  sensitive  style  of  leadership.  Your  objective  in  leading  in  this  way  is  to 
get  members  to  cooperate  in  the  planning  and  in  using  their  energies  and 
talents  in  developing  and  carrying  out  the  planning  to  which  they  have  con- 
tributed. 

To  sum  up,  the  function  of  directing  in  the  CDO  rests  on  concepts  of  the 
worth  and  dignity  of  the  human  being.  Managing  is  carried  on  in  an  open, 
participative  way.  Members  are  listened  to,  have  their  say  about  what  the 
organization  should  be  doing,  and  have  some  say  about  their  jobs  and  how 
they  should  do  them.  Directing  in  this  way  keeps  the  efforts  of  the  members 
focused  on  achieving  the  CDO's  objectives. 
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E.  Controlling. 

Controlling  is  the  feedback  loop  in  the  system  of  r.  . 

mean.  nag  perform.: 

anct 

be  able  to  compare 

your  ess  in  controlling  h  the  quality 

your  ability  to  get  timely  feedback  or 

out.  a  proven  way  to  do  the  planni 

give  you  a  sound  basis  for  controlling.  The  objectives 

tivities  you  need  to  see  if  what  is  happening  is  actually 

pen.  You  will  be  able  to  see  if  the  standards  of  performar. 

plans  are  being  met.  If  there  is  a  drifting  off  cou 

design  the  planning  needed  to  get  back  on  course.  T 

controlling. 

Note  that  t  idea  of  participation  holds  hei 

in  the  CDO  as  in  directing  —  members  should  help  se 

operation.  Through  their  planning  they  can  then  e: 

for  carrying  out  the  plans  by  controlling  their  activities  ther 

Control  efforts  may  be  addressed  to  any  number  o 

sought  from  a  government  agency,  from  a  private  fo 

donors,   or  through  the  formation  of  a  corporation  ana 

Preparation  for  raising  funds  requires  careful  ; 

from  the  beginning  to  include  a  detailed  plan  for  con 

use  of  the  funds.  Government  agencies  and  other  funding  soi 

assurance  that  the  funds  are  used  effectively  for  the  intend  e. 

You  will  find  in  Chapter  IV  a  discussion  of  managing  p:  I 

monitoring  project  performance.  The  suggestions  offer: 

apply  directly  to  controlling  the  financial  aspects  of  ■: 

tivities  you  may  find  yourself  managing.  The  main  thing 

ance  and  the  accompanying  use  of  funds  on  a  timely  bs 

with  the  group  that  is  carrying  out  the  project  or  ot 

task.  Since  they  will  have  provided  input  to  the  pi:  mi 

ted  tj  control  costs       a  careful  way.  In  a  psycho. : 

the  task  and  will  do  all  they  can  to  make  it  come  out  well,  on  time,  a] 

in  budget. 

To  summarize,  controlling  can  be  seen  as  the  link  between  planning  and  decid- 
ing. The  basic  steps  in  the  control  process  are:  Establish  performance 
measure  performance;  compare  desired  results  with  actual  results;  decide 
changes,  if  needed.,  to  make  in  planning  and  activities ; ma! 
performance  back  to  the  desired  level. 


As  a  community  organization  grows  and  adopts  economic  development  as 
part  of  its  overall  mission,  the  importance  of  marketing  it  om- 
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mercial  activities  is  often  overlooked.  Marketing  is  different  from  other  roles 
of  planning,  organizing,  staffing,  directing,  and  controlling.  These  roles,  as  in- 
dicated, are  geared  to  establishing  the  internal  processes  necessary  to  link  in- 
puts of  the  CDO  to  desired  outputs.  Marketing  is  the  external  role  —  it  bridges 
the  gap  between  the  CDO  and  its  client/community  groups. 

For  the  CDO,  marketing  may  be  defined  as  a  planned  system  of  activities  de- 
signed to  create,  promote  or  communicate,  and  supply  need-satisfying  eco- 
nomic services  to  different  client  groups.  This  definition  emphasizes,  first, 
that  marketing  is  neither  a  single  isolated  activity  nor  an  assortment  of 
random  activities.  It  is  a  purposeful  set  of  managed  activities  designed  to  de- 
tect community  needs,  to  create  services  and  opportunities  to  meet  these 
needs,  and  to  communicate  the  extent  of  available  services  and  opportunities 
and  their  benefits. 

Second,  marketing  the  CDO  and  its  services  must  be  based  on  a  multiple-cus- 
tomer orientation.  Actually,  the  CDO  serves  several  customer  groups,  includ- 
ing: 1)  the  community  customers  or  clients  who  participate  in  the  develop- 
ment process  and  benefit  by  a  higher  standard  of  living,  2)  the  customers  who 
purchase  products  or  services  supplied  by  the  CDO's  commercial  ventures,  and 
3)  local  constituent  or  advocacy  groups  whose  support  is  needed  in  imple- 
menting the  development  process. 

Services,  projects,  programs  and  ventures  created  by  the  CDO  must  be  tailored 
to  community-client  needs.  In  addition,  the  CDO  must  market  its  programs 
and  approach  to  government  and  other  funding  sources.  In  this  sense,  each 
member  of  the  CDO  has  a  marketing  role.  Each  program  and  function  will  at- 
tempt, in  different  ways,  to  satisfy  client  or  community  needs.  As  in  the  pri- 
vate sector,  customer  satisfaction  is  the  ultimate  survival  test  for  any  organiza- 
tion. Thus,  a  marketing  orientation  should  permeate  the  philosophy,  goals, 
plans  and  outreach  programs  of  the  CDO. 

Management  of  CDO  includes  managing  its  marketing  system.  At  a  minimum, 
this  means  that  the  CDO  should  have  coordinated  activities  in  these  areas  (see 
Figure  VI.7): 


Market  analysis  and  feedback:  Ways  to  obtain  a  continuous  flow  of  rele- 
vant information  in  sufficient  detail  to  adapt  the  development  process 
over  time  to  changing  community  needs. 


•  Market  segmentation:  Constant  attention  to  whether  appropriate  user  or 
client  groups  are  being  reached  by  the  CDO's  services  or  programs,  and 
whether  new  client  groups  should  be  included  in  or  influenced  by  the 
CDO's  development  process. 


•  Client  communication:  Accurate,  informative,  and  timely  promotion  of 
CDO  purpose,  approach,  and  results  tailored  to  different  market  seg- 
ments. 


VI.23 


r 


i 


Figure  VI. 7 


Communication 
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All  of  these  marketing  activities  are  guided  by  marketing  objectives  relevant  to 
the  CDO's  development  process. 

Marketing  is  a  continuous  process  that  deserves  a  great  deal  of  top  manage- 
ment involvement.  As  mentioned,  often  weaknesses  in  CDO  performance  in 
community  development  result  more  from  inadequacies  in  the  marketing  sys- 
tem than  from  technical  ineptness  in  program  design  or  from  limitation  of 
funds. 

VI.3   LEGAL  ASPECTS  OF  CDO  ORGANIZATION  STRUCTURES 

The  major  management  considerations  in  organizing  were  covered  in  Section 
VI. 2,  which  focused  on  the  internal  issues  and  alternatives  that  apply  to  any 
legal  framework  that  might  be  adopted  by  a  CDO.  This  section  presents  the 
major  advantages  and  disadvantages  among  the  three  formal  legal  forms  avail- 
able to  the  CDO. 

Differences  in  legal  structures  among  CDOs  express  differences  in  the  goals  of 
the  community  and  the  means  chosen  to  achieve  them.  It  is  essential  that  the 
CDO  obtain  competent  legal  counsel  in  fully  analyzing  and  formulating  the 
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formal  legal  structure.  The  discussion  that  follows  sketches  the  major  con- 
cerns and  trade-offs  in  adopting  one  form  over  another. 

The  three  basic  structures  for  a  CDO  and  a  brief  description  of  each  are  as  fol- 
lows: 

1.  The  Non-Profit  Corporation:  A  legal  entity  formed  to  accomplish 
broad  social  goals  for  charitable  purposes.  The  incorporaters  file 
appropriate  forms  in  the  domicile  state  with  bylaws  specifying  quali- 
fications for  who  can  become  members  of  the  corporation.  A  board 
of  directors  is  elected  by  the  membership  who  retain  ultimate  con- 
trol of  the  corporation.  A  typical  case  might  be  an  informal,  perhaps 
church  affiliated,  community  organization  that  decides  to  form  a 
non-profit  corporation.  The  bylaws  could  specify  corporate  member- 
ship to  include  all  participants  in  the  informal  community  organiza- 
tion. It  is  these  members  who  would  elect  the  top  management  group 
—  the  board  of  directors  —  of  the  non-profit  corporation.  The  bylaws 
would  also  spell  out  re-election  procedures  subsequent  to  the  initial 
formation  of  the  board.  Fees  to  support  the  corporation  may  be 
charged  for  membership,  but  members  usually  do  not  expect  to  re- 
ceive financial  gain  from  the  corporation.  The  non-profit  corporation 
may  qualify  for  certain  tax  exemptions.  A  typical  organization  chart 
might  look  like  this: 


* 


Figure  VI. 8 


In  this  case,  the  parent  corporation  or  umbrella  organization  may 
own  all  the  stock  of  subsidiaries  A  &  B,  and  only  a  portion  of  stock 
inC. 


Advantages:  As  the  umbrella  organization,  the  non-profit  structure 
is  probably  the  most  frequently  used  legal  form.  It  may  be  in  a  favor- 
able position  to  receive  federal  and  state  grant  funds,  and  charitable 
donations  if  it  qualifies  for  federal  tax  exemption.  Also,  any  sur- 
plus or  income  over  expenses  may  not  be  taxable  if  used  for  reinvest- 
ment. As  for  businesses  wholly  owned  by  the  non-profit  corporation, 
by  incorporating  them  separately  the  creditors  of  one  business  are 
prevented  from  reaching  the  assets  and  profits  of  another. 


I 
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Disadvantages:  The  non-profit  umbrella  corporation  is  usually 
prohibited  from  lobbying  or  participating  in  other  kinds  of  political 
activities.  Unlike  the  for-profit  corporation,  the  non-profit  parent 
usually  cannot  pool  the  profits  and  losses  of  its  subsidiaries  and  file  a 
single  joint  income  tax  return. 

This  means  that  profits  of  one  wholly  owned  business  cannot  be  off- 
set by  losses  of  another.  A  way  to  overcome  this  problem  is  to 
create  a  for-profit  holding  company  that  would  own  (hold)  all  stock 
of  the  subsidiaries,  while  the  non-profit  "umbrella"  corporation 
would  own  all  stock  in  the  holding  company.* 


The  For-Profit  Corporation:  A  legal  entity  created  to  carry  on  bus- 
iness for  the  benefit  of  its  stockholders.  The  incorporaters  select  di- 
rectors who  decide  who  will  be  allowed  to  purchase  stock,  and  the 
incorporators  also  determine  the  purchase  terms  and  conditions.  Rev- 
enue from  sale  of  stock  is  used  as  capital  to  finance  the  corporation's 
programs.  The  stockholders,  who  then  control  the  corporation  and 
expect  to  gain  financially  from  its  operation,  then  elect  the  perma- 
nent board  of  directors. 

Advantages:  A  for-profit  corporation  can  attract  capital  from  in- 
vestors, and  can  distribute  dividends  from  profits  directly  to  the 
community.  The  CDO  can  have  a  less  complicated  structure  since  the 
intermediary  holding  company  mentioned  above  is  unnecessary.  Ac- 
cess to  management  assistance  and  loan  programs  of  the  U.S.  Small 
Business  Association  (SBA)  is  assured  for  the  for-profit  organization. 
The  SBA  will  normally  not  deal  with  a  non-profit  corporation  . 

Disadvantages:  New  business  ventures  often  take  a  long  time  to  be- 
come profitable.  The  for-profit  CDO  may  unrealistically  raise  com- 
munity investor  expectations  for  financial  gain.  The  result  could  be 
poor  community  relations  that  would  be  difficult  to  rebuild.  In  addi- 
tion, if  charitable  donations  are  desired,  the  for-profit  CDO  will  also 
need  a  tax-exempt  organization  within  the  structure.  In  this  case  a 
separate  non-profit  organization  with  its  own  board  of  directors 
would  be  created.  Tax  deductible  donations  could  then  be  received 
and  used  for  charitable  projects  contributing  to  economic  enhance- 
ment of  the  community.  It  could  not  start  a  business  venture,  but 
donations  could  be  allocated  to  the  for-profit  CDO  or  to  one  of  its 
ventures.  In  general,  because  two  boards  are  operating  relatively  in- 
dependently, the  for-profit  CDO  is  a  more  complicated  structure 
than  the  non-profit  corporation  acting  as  the  parent  or  umbrella  or- 
ganization. 


*The  holding  company  could  then  pool  the  profits  and  losses  of  all  subsidiary  companies 
in  which  it  owns  at  least  80%  of  the  voting  and  non-voting  stock,  and  file  a  consolidated 
tax  return. 
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3  The  Cooperative:  A  legal  entity,  frequently  incorporated,  that  brings 
together  an  association  of  individuals  who  want  to  perform  consump- 
tion or  production  activities  through  a  central  organization.  A  major 
reason  for  a  cooperative  is  to  achieve  competitive  benefits  from  col- 
lective action,  such  as  buying  in  large  quantities  or  selling  a  common 
product  at  more  favorable  prices!  Membership  qualifications  will  be 
specified  in  the  bylaws  of  the  cooperative.  The  cooperative  differs 
from  both  non  and  for-profit  forms  since  members  are  expected  to 
participate  actively  in  the  cooperative's  operations. 

Advantages:  A  cooperative  for  consumer  or  producer  ventures  pays 
taxes  on  earnings  they  receive.**  Earnings  of  a  for-profit  corpora- 
tion are  taxed  twice  —  corporate  profits  are  taxed,  and  shareholders 
are  taxed  on  dividends  they  receive.  If,  for  example,  a  community 
economic  goal  is  to  produce  and  market  homemade  products  and 
share  profits  according  to  each  member's  output,  then  the  coopera- 
tive corporation  may  be  the  best  structure. 

Disadvantages:  The  use  of  the  cooperative  structure  is  usually  limited 
to  single  projects,  such  as  marketing  homemade  or  homegrown  pro- 
ducts. Many  states  limit  the  scope  of  the  cooperative,  making  it  im- 
possible for  it  to  fulfill  the  missions  of  a  CDO.  However,  especially 
in  rural  areas,  cooperatives  may  be  given  such  wide  latitude  of  opera- 
tion to  make  it  the  best  alternative  for  the  umbrella  corporation.  In 
most  cases  CDOs  use  the  for-profit  or  non-profit  parent,  and  assist 
the  community  with  grants,  advice  or  loans  to  form  consumer  or  pro- 
ducer cooperatives. 


Only  one  of  these  three  structures  will  act  as  the  parent  economic  develop- 
ment organization,  with  its  major  concern  being  the  overall  economic  en- 
hancement of  the  community  it  serves.  However,  more  than  one  legal  struc- 
ture may  be  used  as  part  of  its  operations  to  deal  effectively  with  particular 
aspects  of  community  development.  For  example,  the  CDO  could  form  a  Mi- 
nority Enterprise  Small  Business  Investment  Company  (MESBIC)  or  a  Local 
Development  Company  (LDC)  as  a  subsidiary  operation  under  its  umbrella 
organization.  These  are  highly  regulated  special  purpose  organizations  design- 
ed to  accept,  manage,  and  distribute  federal  funds  for  investment  in  small  busi- 
ness ventures  in  poor  communities. 

It  is  essential  that  you  obtain  competent  legal  counsel  in  deciding  on  and 
forming  the  legal  structure  for  the  CDO.®  A  local  attorney  should  be  used  - 
one  that  is  familiar  with  the  impacted  community  and  its  problems. 


'The  non-profit  members  expect  financial  gain  from  their  membership. 
"*  Individual  members  pay  no  tax  earnings. 
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VI.4  SUMMARY:  REQUIREMENTS  FOR 
MANAGEMENT  EFFECTIVENESS 

The  quality  of  management  talent  in  the  CDO  will  have  a  significant  effect  on 
the  organization's  success  in  community  development.  The  level  of  skill  ex- 
ercised in  the  roles  of  planning,  organizing,  directing,  controlling,  and  market- 
ing will  determine  how  well  the  CDO  can  implement  the  development  process. 

In  fulfilling  these  roles,  what  specific  personal  attributes  are  expected  of  the 
ideal  manager?  What  kinds  of  role  traits  do  community  group  members  and 
employees  in  particular  want  to  look  for  in  their  CDO  manager-leaders?  A 
composite  profile  emerges  as  one  studies  the  management  literature  and 
applied  research,  and  it  can  be  summarized  as  follows: 

PROFILE  OF  THE  IDEAL  MANAGER 

Attributes  Expected  Typical  Employee 

(mentioned  most  frequently)  Comments 


Empathetic 
Trusting,  fair,  honest 

Encourages  innovation 

Good  listener 

Delegates  authority 

Self-confident 

Loyal  and  supportive 

Creative  and  technically  competent 

Good  planner  and  organizer 

Gives  feedback  on  performance 


"sensitive  to  needs  of  others" 

"open  and  honest  in  dealing 
with  others" 

"wants  people  to  come  for- 
ward with  their  ideas" 

"reacts  to  what  I  say;  listens 
to  me  actively  and  sincerely" 

"lets  others  have  control  and 
freedom  over  their  work" 

"acts  positively  and  decisive- 
ly with  the  available  facts" ' 

"backs  up  employees  on  con- 
troversial things" 

"knows  the  business  inside 
and  out  and  has  good  ideas" 

"looks  ahead  and  can  pull  to- 
gether what's  needed  to  get 
there" 

"tells  people  how  they're 
doing  and  is  a  good  teacher" 


©Additional  information  on  legal  structures  and  related  issues  can  be  found  in  two  excell- 
ent publications:  1)  CDC's:  New  Hope  for  the  Inner  City,  available  for  $1.00  from  the 
Twentieth  Century  Fund,  41  East  70th  St.,  New  York,  N.Y.  10021,  and  2)  A  Lawyer's 
Manual  on  Community-Based  Economic  Development,  available  for  $22.00  from  the 
National  Economic  Development  and  Law  Center,  2150  Shattuck  Ave.,  Suite  300, 
Berkeley,  Ca.  94704,  Tel.  (415)  548-2600. 
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In  examining  the  list  closely,  three  areas  of  expectations  stand  out.  First, 
employes  expect  technical  competence  in  the  ideal  manager.  For  the  CDO,  we 
may  define  this  attribute  as  follows: 

Technical  competence  is  the  capability  and  expertise  to  identify  and 
assess  opportunities  for  community  economic  improvement,  identify  and 
assemble  needed  resources,  and  supply  appropriate  detailed  knowledge 
and  ideas  regarding  operational  aspects  of  the  development  process. 


Second,  attributes  such  as  "good  planner  and  organizer"  can  be  interpreted  as 
meaning  employees  expect  system  competence  —  skills  in  fitting  all  the  pieces 
of  the  organization  together,  with  the  planning  and  organizing  ability  to  direct 
them  toward  a  desired  goal.  Although  technical  competence  deals  with  inti- 
mate knowledge  of  products  or  services,  job  skills,  business  functions,  and  the 
like,  system  competence  has  to  do  with  ideas  and  concepts.  This  may  be  de- 
fined in  the  following  way  : 

System  competence  is  the  ability  to  have  a  macro  view  of  community 
needs,  problems,  and  opportunities  and  to  position  and  determine  the 
proper  fit  of  CDO  capabilities  and  its  development  process  in  realizing 
community  economic  growth  potential. 

Third,  note  that  interpersonal  competence  is  a  category  that  includes  most  of 
the  role  traits  desired  by  employees  in  the  profile  noted.  Being  emphathetic, 
trusting,  loyal, and  supportive,  and  the  rest,  have  to  do  with  people.  And  these 
are  the  attributes  that  usually  head  the  list.  Above  all,  employees  value  man- 
agement competence  in  dealing  with  people.  The  degree  to  which  CDO  man- 
agement shows  such  competence  will  greatly  affect  the  amount  and  quality  of 
"fellowship"  achieved  in  the  organization  and  in  the  community.  A  brief  def- 
inition follows : 

Interpersonal  competence  is  the  capacity  to  build  and  maintain  cooper- 
ative and  effective  development  work  teams  both  within  the  CDO  struc- 
ture and  external  to  the  CDO. 

The  CDO  will  require  the  collaborative  effort  of  individuals  within  different 
backgrounds.  Management  needs  to  create  an  environment  of  openness  and 
trust  —  a  supportive  climate  encouraging  effective  group  problem-solving 
effort  within  a  framework  of  high  performance  goals. 

If  the  CDO  has  this  kind  of  interpersonal  competence,  it  will  express  itself 
in  the  way  problems  and  challenges  are  isolated  and  defined.  It  will  be  seen 
in  the  supportive  way  management  deals  with  employees  in  solving  problems 
and  meeting  challenges. 

CDO  managers  should  strive  to  gain  mastery  in  each  of  these  three  crucial 
areas.  Together  they  determine  how  effective  management  will  be. 
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IF  YOU  WANT  TO  READ  MORE 


David  R.  Hampton,  Contemporary  Management,  McGraw-Hill  Book  Com- 
pany, New  York,  New  York,  1977.  This  is  an  excellent  basic  manage- 
ment book.  It  is  concisely  written  and  full  of  examples  and  short 
cases.  All  of  the  management  functions  are  covered  including  job 
evaluation  and  analysis. 

Philip  Kotler,  Marketing  for  Non-Profit  Organizations,  Prentice-Hall,  Engle- 
wood  Cliffs,  New  Jersey,  1975.  This  reference  supplies  fundamentals 
in  the  tools,  techniques,  and  strategies  for  marketing  the  non-profit 
organization. 

Arthur  H.  Kuriloff  and  John  M.  Hemphill,  Jr.,  How  to  Start  Your  Own 
Business  .  .  .  and  Succeed,  McGraw-Hill  Book  Company,  New  York, 
New  York,  1978.  This  is  a  comprehensive  practical  handbook  that 
covers  all  aspects  of  venture  initiation,  marketing,  and  management. 
It  combines  straightforward  discussion  with  a  "how-to"  workbook 
on  creating  small  business  ventures. 

Peter  F.  Drucker,  The  Practice  of  Management,  Hager  and  Brothers,  New, 
New  York,  1954;  Douglas  McGregor,  The  Human  Side  of  Enter- 
prise, McGraw-Hill  Book  Company,  New  York,  New  York,  1960; 
Rensis  Likert,  The  Human  Organization,  McGraw-Hill  Book  Company, 
New  York,  New  York,  1960.  These  are  classics  that  anyone  assuming 
a  managment  position  should  need.  The  first  reference  includes 
timeless  practical  guides  for  planning.  The  second  volume  looks  more 
at  human  styles  in  management  and  at  their  effects  on  the  organiza- 
tion. The  third  deals  with  the  health  and  viability  of  the  organiza- 
tion and  presents  ways  to  diagnose  and  improve  organizational  effect- 
iveness. 
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CHAPTER  VII 
COMMUNITY  INVOLVEMENT 


CHAPTER  SUMMARY 

As  was  noted  in  Parti,  one  of  the  distinguishing  characteristics  of  community 
economic  development  is  community  involvement  in  determining  its  future. 
In  this  chapter,  the  different  roles  that  community  involvement  plays  in  the 
development  process  are  explained  in  Section  1.1.  Since  most  community 
involvement  in  CDOs  is  through  CDO  boards,  Section  II.  2  is  devoted  to  im- 
portant issues  such  as  the  roles  of  the  board  in  the  CDO,  techniques  for  iden- 
tifying and  recruiting  board  members,  determining  the  composition  of  the 
board,  and  utilizing  the  board  as  a  vehicle  for  further  community  involve- 
ment. The  last  section  looks  at  other  forms  of  citizen  involvement  like  set- 
ting up  a  separate  community  board  to  which  a  CDO  board  might  report, 
carrying  out  a  community  assessment,  surveys  and  large  public  meetings, 
house  meetings,  brainstorming,  etc. 

HOW  THE  CHAPTER  IS  USEFUL 

Community  involvement  is  an  area  where  there  has  been  an  incredible  gap 
between  theory  and  practice.  There  is  often  the  lovely  rhetoric  about  the 
need,  importance,  and  joys  of  community  involvement.  Yet  as  anyone  who 
has  practiced  in  the  field  will  attest,  it  is  very  hard  work  and  quite  prone  to 
failure. 

It  is  presumed  that  you  have  some  form  of  community  involvement  in  place 
and  need  to  change  it  for  one  of  two  reasons:  1)  your  CDO  is  dissatisfied  with 
its  extent  or  quality;  2)  you  are  shifting  from  an  emphasis  on  community 
social  services  to  economic  development  and  thus  need  to  alter  the  form  of 
community  involvement.  The  contents  of  this  chapter  should  help  you  in 
either  case. 

VII.1   WHAT  IS  COMMUNITY  INVOLVEMENT  IN  THE  CONTEXT  OF 
COMMUNITY  ECONOMIC  DEVELOPMENT? 

There  has  always  been  community  involvement  in  this  country.  Ideally,  it 
Cows  naturally  out  of  frequent  communication,  shared  values,  and  a  fairly 
even  distribution  of  power  in  a  given  community.  The  New  England  town 
meeting  is  a  frequently  cited  example  of  this  ideal.  However,  community 
involvement  has  not  always  been  so  easy  or  automatic.  The  War  of  Indepen- 
dence can  be  seen  as  one  of  the  first  instances  in  this  country  when  people 
had  to  fight  to  make  sure  they  could  be  involved.  During  the  nineteenth 
century  some  immigrants  formed  organizations  with  a  high  level  of  commun- 
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ity  involvement  that  provided  assistance  to  their  members  and  elected  offi- 
cials to  local  and  state  office. 

Consider  the  more  recent  phenomenon  of  community  involvement  as  it 
relates  to  the  growth  of  community-based  organizations.  Prior  to  the  civil 
rights  movement  of  the  fifties  and  sixties,  most  government  decisions  were 
made  by  elected  officials  who  listened  primarily  to  lobbyists  representing 
large  corporations,  or  other  pressure  groups.  Community-based  organizations 
in  poor  communities  had  no  formal  procedures  for  addressing  government,  no 
access  to  decision-making,  no  way  to  take  effective  legal  action  regarding 
legislation  seeking  change  by  funding  various  programs  for  minorities  and  the 
poor— first  directly  to  community  groups  (through  OEO)  and  later  to  city  and 
county  governments  (through  the  Model  Cities  program).  Much  of  this  legis- 
lation mandated  the  involvement  of  community  residents  in  the  organizations 
receiving  funds. 

Since  the  1960 's,  community-based  organizations  have  shifted  from  being 
single-issue  groups  (around  specific  problems  of  race,  poverty,  or  disease, 
for  example)  operating  from  outside  the  mainstream  to  more  broadly-based 
groups  seeking  to  bring  their  membership  into  the  mainstream.  Rarely  do 
these  groups  use  the  techniques  of  confrontation  or  the  threat  of  violence  to 
achieve  their  ends;  now  they  are  organizations  of  compromise  and  accomoda- 
tion. The  community  whose  involvement  they  want  and  need  includes  not 
only  the  many  segments  of  their  own  geographical  area,  but  also  representa- 
tives from  the  private  and  public  sectors  of  the  larger  community.  An  effec- 
tive program  for  community  involvement  is,  therefore,  paramount  to  the 
success  of  any  CDO. 

In  fact,  from  one  perspective  the  process  of  getting  people  involved  in  a  CDO 
is  the  process  of  community  development  itself.  As  such,  it  represents  a  mas- 
sive social  experiment  bringing  together  diverse  elements  of  the  community.  It 
removes  the  outside-insider  element  that  was  once  built  into  the  relationship 
between  grass  roots  organizations  and  government  agencies.  It  adds  the  new 
dimension  of  venture  capital  investment  strategy  to  the  community  planning 
policies  of  the  model  neighborhood  programs,  which  were  formerly  primarily 
a  partnership  between  city  government  and  the  local  community. 

•  Involvement  from  the  private  sector  is  needed,  for  example,  to  adapt 
lending  policies  to  encourage  private  capital  investment  in  low-income 
neighborhoods  and  to  joint  venture  with  the  CDO. 

•  Involvement  from  the  public  sector  is  needed  in  such  matters  as  mak- 
ing sure  zoning  laws  promote  the  development  of  industrial  parks,  for 
example,  or  in  providing  paved  roads,  sufficient  water,  and  enough 
electricity  to  support  physical  and  economic  growth,  besides  the  ob- 
vious financial  requirements. 

•  Community  involvement  is  needed  for  many  reasons.  A  CDO  needs 
the  community  as  consumers  of  its  programs,  to  be  employees  in  its 
ventures,  evaluators  of  its  activities,  and  to  legitimize  the  programs  by 
using    them.    Involving    the    community    will    reduce    the    level    of 
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suspicion,  separation,  and  alienation  that  traditionally  has  character- 
ized the  attitude  of  low-income  people  towards  programs  aimed  at 
helping  them.  A  high  degree  of  community  involvement  is  tangible 
evidence  that  a  CDO  is  community  controlled.  Community  involve- 
ment is  also  beneficial  to  the  degree  that  it  provides  an  orderly  non- 
violent way  to  solve  community  problems. 

The  community  involvement  strategy  for  any  organization  should  begin  with 
an  analysis  of  everything  the  organization  does,  in  order  to  determine  the 
times,  places  and  situations  when  it  is  in  contact  with  its  potential  constitu- 
ents or  supporters.  Then  it  must  assess  how  these  contacts  can  be  systemati- 
cally organized  to  include  as  many  people  and  organizations  as  possible  in 
the  organization's  activities. 

There  are  many  ways  to  institutionalize  this  community  involvement,  perhaps 
the  most  common  being  a  board  of  directors  that  orchestrates  CDO  policy 
and  goals.  For  this  reason  Section  VII. 2  covers  different  aspects  of  CDO  board 
needs.  Section  VII. 3  focuses  on  forms  of  community  involvement  other  than 
through  the  board. 

VII.2  A  CDO'S  BOARD  OF  DIRECTORS:  A  PRIME  VEHICLE  FOR 
COMMUNITY  INVOLVEMENT 

A  CDO's  Board  of  Directors  is  obviously  a  critical  element  in  its  community 
involvement.  Its  very  make-up  reflects  a  commitment  to  blend  downtown 
with  local  community  interests.  While  some  types  of  CDOs  are  required  by 
law  to  appoint  at  least  51%  of  their  board  members  from  among  the  commun- 
ity, all  CDO  boards  reflect  the  blend  of  public  and  private  support  from  the 
CDO  and  the  larger  community. 

A.  Major  Issues  that  Every  CDO  Board  Needs  to  Address 

No  matter  how  a  CDO  is  funded  (or  the  guidelines  its  funding  sources  set 
forth),  CDO  board  must  address  four  major  issues: 

a.  It  must  be  able  to  create  and  develop  sophisticated  economic  devel- 
opment activities,  while  at  the  same  time  being  controlled  by  low- 
income  people. 

It  is  possible  for  an  organization  to  create  programs  that  are  financially  suc- 
cessful, but  yet  have  very  little  real  impact  on  the  people  who  live  in  the  low- 
income  community.  It  is  also  possible  to  use  the  limited  resources  of  the  CDO 
to  develop  programs  that  focus  totally  on  community  services,  or  that  at- 
tempt to  create  new  institutions,  or  to  change  the  economy  of  that  communi- 
ty. So  the  board  has  to  have  the  right  mix.  Another  element  of  this  problem  is 
the  issue  of  control.  People  in  low-income  communities  have  been  pro- 
grammed to  death.  They  are  always  being  asked  to  be  advisors  or  token  mem- 
bers in  a  planning  process.  Most  low-income  people  have  a  high  level  of 
distrust  for  the  citizen  participation  process.  Many  believe  that  it  is  a  tech- 
nique used  by  professionals  to  validate  their  strategies  with  their  colleagues, 
and  to  legitimize  their  programs  with  the  poor.  Therefore,  by  relinquishing 
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control  the  CDO  can  demonstrate  to  the  board  member  as  participant  and  to 
his  or  her  constituency  in  the  low-income  community  that  the  program  be- 
longs to  them  and  that  it  is  accountable  to  them.  This  kind  of  credibility  in- 
creases the  likelihood  that  people  will  participate. 

b.  The  board  membership  should  be  able  to  help  you  gain  access  to 
the  public  sector,  the  business  sector,  and  the  low-income  commun- 
ity. 

An  implicit  element  of  the  CDO  concept  is  that  the  board  members  are  the 
natural  vehicles  to  give  the  organization  access  to  all  of  the  community  It  is 
a  very  simple  strategy.  It  is  based  on  the  idea  that  most  folks  are  logical 
rational  people.  They  just  have  different  experiences  and  different  frames  of 
reference.  The  board  is  a  place  where  these  different  kinds  of  people  work  to- 
gather,  share  experiences,  values,  beliefs,  and  knowledge  and  hammer 
out  some  new  and  innovative  ways  to  develop  a  community,  and  then  move 
out  and  sell  everybody  else  in  the  community  on  becoming  involved  and  sup- 
porting the  CDO.  The  board  is  also  the  body  that  helps  identify  and  recruit 
critical  private  and  public  sector  linkages  that  may  provide  financial  or  politi- 
cal support,  or  community  services  that  may  help  the  CDO  accomplish  its 
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c.  The  board  should  be  selected  and  structured  to  insure  continuity 
and  retain  accountability  to  the  low-income  community. 

The  board  member  is  a  marketing  agent  trying  to  create  consumers  of  CDO 
programs,  just  like  an  elected  official  who  tries  to  see  that  the  needs  of 
people  from  his  or  her  area  are  met.  That  is  what  accountability  means,  and 
that  is  part  of  the  focus  of  this  chapter.  The  board  of  directors  is  responsible 
tor  maintaining  a  constant  flow  of  information  from  the  community  to  the 
organization,  and  back  out  to  the  community.  Members  should  have  contact 
with  people  in  the  community  who  are  providing  ideas  and  suggestions  iden- 
tifying problems,  and  keeping  track  of  the  activities  of  the  CDO  and  its  pro- 
grams. If  a  community  resident  attends  board  meetings  and  sees  people 
coming  late,  or  constantly  failing  to  get  a  quorum,  he  or  she  will  assume  that 
the  community  is  either  uninterested,  or  too  poorly  organized,  or  too  poorly 
informed  to  make  the  board  accountable.  When  this  kind  of  behavior  is  ob- 
served on  a  board,  it  is  a  reasonable  conclusion  that  there  are  some  prob- 
lems in  the  citizen  participation  structure. 

At  the  same  time,  however,  a  CDO  board  is  also  accountable  to  its  funding 
sources,  legal  and  fiscal,  as  well  as  its  community.  These  accountabilities  are 
sometimes  in  conflict,  in  which  case  it  is  the  board's  responsibility  to  move  to 
reconcile  these  differences  in  the  community's  interest.  If  such  a  reconcilia- 
tion is  not  possible,  the  bottom  line  should  always  be  the  community  interest. 

With  these  criteria  in  mind,  your  task  is  to  identify  and  recruit  board  members 
to  assure  the  broadest  possible  community  involvement,  and  to  employ  them 
in  effective  community  involvement  strategies. 
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B.  Techniques  for  Identifying  and  Recruiting  Board  Members 

When  putting  together  a  board  of  directors  for  your  CDO,  your  awareness 
of  community  involvement  will  mean  selecting  not  only  members  who  will 
give  you  a  broad  base,  but  also  those  who  can  provide  access  to  people  in  the 
public  and  private  power  structures. 

You  need  to  know  where  the  power  lies  in  the  larger  region  and  your  own 
community  as  well,  because  your  board  should  combine  people  who  are 
strong  representatives  of  the  community  with  people  who  have  power  or  in- 
fluence in  the  region.  There  are  three  techniques  that  have  been  used  success- 
fully to  assess  a  CDO's  status  and  connections  in  the  community. 


1.   POWER-MAPPING 

The  first  of  these  techniques  is  called  power-mapping.  In  Chapters  one  and 
you  looked  at  networks,  assessing  external  factors,  and  viewed  them  as  strate- 
gies for  CDO  success.  Let  us  look  at  these  same  networks  in  terms  of  commu: 
nity  involvement. 

Power-mapping  makes  you  familiar  with  the  different  types  of  power  that 
affect  your  community  — 

•  where  it  lies 

•  who  wields  it 

•  who  the  power- wielders  are  accountable  to  (their  constituency) 

•  what  power-wielders  do 

•  what  makes  things  happen,  and  not  happen 

A  power  map  (Figure  VII.  1)  is  a  series  of  concentric  circles  with  the  recip- 
ients at  the  center.  These  are  the  men  and  women  in  your  community— those 
who  receive  programs,  who  buy  goods  and  services. 

At  the  outermost  circle  are  the  owners,  who  may  be  old  money,  a  national 
or  multinational  corporation,  or  major  stockholders  of  a  local  corporation.  All 
of  these  owners  share  in  common  a  lack  of  accessibility  and  accountability  to 
local  residents.  Owners  often  control  or  heavily  influence  local  politics  and 
the  administration  of  local  agencies.  The  next  circle  represents  the  power- 
brokers,  usually  locally-based,  highly  visible  corporate  presidents  or  vice- 
presidents,  whose  responsibility  it  is  to  protect  and  expand  corporate  interests 
and  profit.  Power-brokers  are  accountable  for  their  jobs  to  corporate  boards 
of  directors  and  stockholders,  and  will  manipulate  local  people  and  resources 
to  benefit  their  corporation.  Although  many  power-brokers  attempt  to  bal- 
ance corporate  with  community  interests  (serving  on  civic  boards,  corporate 
scholarships,  etc.),  many  use  their  positions  to  neutralize  community  griev- 
ances in  order  to  protect  owners  and  their  investment  in  the  corporations. 
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Figure  VII.  1 
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Entrepreneurs  and  responsible  others  include  small  business  owners,  local  of- 
ficials, clubs  like  Kiwanis  and  the  Rotarians,  local  committee  and  commission 
members,  minority  representatives,  lobbyists,  and  other  politically  active  citi- 
zens. Unlike  owners  and  power-brokers,  this  group  gets  its  political  power 
from  activities  in  support  of  (or  opposition  to)  local  causes,  issues,  and  can- 
didates. Their  constituencies  vary: 

•  Clubs  and  local  unions  are  accountable  to  their  memberships, 

•  Lobbyists  are  accountable  to  the  organization  that  hired  them, 

•  Pressure  groups,  if  incorporated,  are  accountable  to  the  laws  governing 
such  groups;  otherwise,  they  are  beholden  only  to  their  membership, 

•  Commission  members— as  for  example,  a  public  utilities  commission- 
charged  with  representing  the  interests  of  all  the  people,  although  in 
practice  they  often  hold  themselves  most  accountable  to  the  elected 
official  who  appointed  them— and,  in  many  cases,  to  the  very  group 
they  are  responsible  for  regulating. 

Politicians  are  elected  by  the  community  (of  which  "the  recipients"  at  the 
center  of  the  circle  are  a  part)  to  represent  their  interests.  Yet  politicians  are 
also  influenced  by  the  owners  and  the  power-brokers  (who  make  financial 
contributions)  and  the  entrepreneurs  and  responsible  others  (who  can  marshal 
voter  blocs  to  support  or  oppose  them).  When  the  recipients  are  unaware  of 
their  power  to  influence  a  politician,  they  cease  to  become  part  of  the  con- 
stituency the  politician  seeks  to  maintain. 

Closest  to  the  recipients  are  the  administrators.  These  are  the  men  and  women 
who  run  local  public  agencies— welfare,  employment,  housing,  police.  Their 
primary  functionis  to  make  sure  the  rules  are  followed,  and  the  status  quo 
maintained.  They  are  the  "socializers"  of  the  system.  To  a  degree  the  users  of 
their  goods  or  services  are  their  constituency,  but  their  primary  constituency 
is  the  company  or  public  agency  that  employs  them. 

Drawing  a  power  map  for  your  community  will  show  you  the  distribution  of 
power,  where  the  points  of  leverage  are,  how  to  cast  arguments  to  have  the 
greatest  impact  on  those  you  are  trying  to  reach.  The  name  of  the  game  for 
the  power-wielders,  after  all,  is  to  keep  their  constituency  satisfied.  The  ul- 
timate goal  of  the  CDO,  of  course,  is  to  demonstrate  to  the  power-wielders 
that  its  constituency  is  also  theirs. 

This  information  will  help  you  understand  that  your  CDO  will  need  a  con- 
stituency large  enough  to  be  influential  with  these  power-wielders.  Also,  a 
power  map,  when  filled  in  and  up  to  date,  is  an  invaluable  source  of  people 
for  appointment  to  your  board  of  directors.  Sit  down  with  your  core  group 
and  identify  by  name  or  role  some  people  you  know  who  fit  into  the  cate- 
gories on  the  power  map.  Do  not  guess.  If  you  are  not  sure,  get  out  and  check 
around.  Blank  areas  on  your  map  will  show  you  where  you  need  to  do  more 
research.  Whenever  you  meet  someone  who  fits  into  one  of  the  slots,  put  him 
or  her  in.  Soon  you  will  have  a  complete  picture  of  the  power-wielders  in  your 
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community— broken  down  by  type  of  power,  constituency,  and  responsibility. 

Incidentally,  you  can  also  use  your  power  map  to  identify  people  who  know 
and  are  related  to  each  other  so  that,  eventually,  you  can  reach  people  you 
know  (or  others  that  know  them)  to  help  your  CDO. 

2.  USING  LOCAL  PATTERNS 

When  we  put  together  an  organization,  we  can  miss  the  people  who  could  help 
us  most  —  if  we  do  not  understand  local  practices.  This  is  especially  impor- 
tant for  CDOs,  since  most  are  either  in  deprived  areas,  or  an  area  dominated 
by  one  ethnic  group— and  will  therefore  have  their  own  patterns  of  communi- 
cation and  leadership.  Therefore,  look  for  people  who  will  help  gain  access  to 
other  people  in  the  community,  try  to  find  people  from  those  systems  that 
are  used  by  the  community.  For  example,  if  the  rumor  mill  is  an  acceptable 
method  of  communication,  find  out  who  runs  it,  who  are  its  key  figures,  and 
how  to  get  hooked  in.  If  someone  is  a  leader  of  the  Parents  for  Public  Educa- 
tion group  and  also  an  officer  in  the  Elks  Lodge,  it  does  not  matter  whether 
he  meets  the  traditional  criteria  for  leadership,  like  "being  an  articulate 
spokesman  for  his  people",  or  "exceptionally  bright".  He  is  a  leader  simply 
because  he  has  followers.  If  one  walks  into  a  Cree  Indian  community  in 
Edmonton,  Alberta,  and  sees  an  elder  at  a  time  when  he  is  not  performing  his 
official  role,  one  may  see  only  a  little  old  man  with  no  special  attributes- 
nothing  like  the  powerful  religious  leader  he  would  appear  to  be  during  a 
(teepee)  ceremony  during  a  formal  consultation. 

To  begin  to  understand  a  community,  it  is  often  useful  to  divide  a  map  of  a 
community  into  four  quadrants  (north,  east,  south,  and  west),  and  then  with 
people  who  live  or  work  in  each  quadrant  try  to  identify: 

>  community  institutions 

•  places  where  people  congregate 

•  people  who  have  followers 

•  community  organizations 

•  vehicles  for  transmitting  information 

«       programs,  nieghborhood  organizations,  etc. 

Record  as  much  information  as  you  can  in  the  appropriate  grid,  including  con- 
tacts within  organizations,  if  possible,  and  in  this  way  pinpoint  not  only  peo- 
ple but  communications  systems  within  a  given  community.  Sit  down  with 
some  people  from  your  community  and  list  names  and  organizations  to  fit 
the  categories  above.  The  grid,  like  the  power  map,  should  be  constantly  up- 
dated and  revised.  See  Figures  VII. 2  and  VII. 3. 

3.  CHECKING  EXISTING  CITIZEN  PARTICIPATION  STRUCTURES 

The  third  technique  is  really  quite  common,  and  needs  little  elaboration  here. 
Make  a  point  of  reviewing  structures  like  the  Community  Action  Agency,  or 
the  neighborhood  planning  council  left  over  from  the  Model  Cities  program, 
to  see  to  what  extent  the  people  included  in  those  organizations  still  represent 
constituencies  that  your  CDO  should  include. 
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C.  Determining  the  Composition  of  the  Board 

Each  funding  source  for  a  community-based  organization  will  have  its  own 
guidelines.  For  example,  Community  Development  Corporations  (CDCs)  as 
funded  by  the  Community  Services  Administration  (CSA),  must  have  boards 
with  at  least  51%  of  the  members  from  the  community.  Whatever  the  specific 
rules,  however,  the  intent  is  to  cover  all  bases.  The  poor  speak  for  the  poor, 
mobilize  and  organize  the  poor  and,  when  they  are  in  the  majority,  will  have 
control  (unless  they  are  divided  among  themselves).  The  professionals  who  sit 
on  the  board  are  technical  experts,  and  offer  resources  to  help  the  CDO  plan 
and  implement  projects,  as  well  as  reach  those  in  power  in  the  large  commu- 
nity. 

To  sum  up,  a  board  should  be  composed  in  such  a  way  as  to  meet  the  follow- 
ing criteria: 

•  The  low-income  community  must  have  access  to  the  board  through 
their  representatives. 

•  The  people  in  the  low-income  community  must  be  represented  on 
the  board. 

•  The  board  must  have  some  experience  or  expertise  available  to  help 
them  understand  how  to  run  a  profit-making  venture. 

•  The  board  must  be  aware  of,  and  capable  of  fulfilling,  its  legal  respon- 
sibilities as  a  board  of  directors. 

•  People  who  serve  on  the  board  must  be  good,  effective  leaders. 

«  The  board  must  be  able  to  focus  on  projects  that  will  create  capital- 
generating  institutions,  new  jobs,   and  services  for  the  community. 

•  The  board  must  have  sound  political  ties  in  the  community. 
There  are  four  methods  by  which  a  board  acquires  members. 

•  Direct  election  by  other  board  members.  This  method  is  the  most 
open,  and  works  best  if  communities  are  not  too  large  or  dispersed. 

•  Indirect  election.  In  this  method,  designated  groups  within  a  commun- 
ity elect  one  or  more  people  to  represent  them  on  the  CDO  board. 
This  obviously  works  best  when  the  designated  groups  truly  represent 
the  community— CDOs  need  to  constantly  check  the  groups  they  have 
chosen  to  be  sure  they  are  still  viable. 

•  Appointment.  This  method  is  often  used  by  a  CDO  board,  which  will 
appoint  one  or  more  representatives  of  the  business  community  to  be 
on  its  board  to  sit  on  the  CDO  board. 

•  Organizational  membership.  You  can  also  recruit  board  members  by 
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going  to  local  community  organizations  like  neighborhood  or  welfare 
rights  groups,  and  asking  them  to  send  a  representative  to  serve  on 
your  board.  If  there  are  many  organizations  in  your  community  that 
you  want  to  bring  into  the  fold,  this  is  a  good  method  to  follow. 

Let's  look  at  some  sample  boards  (Figure  VII. 4). 


Figure  VII.4 


Sample  CDO  Boards 
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eC 
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Representative  of  the  Mayor  s  office 

Minority  City  Councilman 

Representative  of  the  Medical  Society 

Safewoy  Store  Manoger 

Credit  Union  League  representative 

Member  Minority  Businessmen  s  Leogue 

Downtown  lawyer 

6  representatives  of  the  group  of  individuals  planning  the  CDO 

1  representative  chosen  from  each  of  the  following  groups  WRO  NAACP  Parents  Against  Discrimination,  the  CAP 

a 

< 

O 

Minority  Danker 

Liberal  Businessman  who  expressed  interest 

Minority  personnel  officer  ot  local  community  college  who  has  good  experience  with  CETA 

Minister  from  7th  Avenue  Baptist  Church 

1 2  representatives  of  the  group  of  individuals  planning  the  CDO 

Replacements  for  any  of  the  above  to  be  selected  by  the  remaining  board  members 

u 
a 

CC 

< 

O 

Banker 

Doctor 

Food  store  executive 

4  representatives  of  the  credit  union  members 

4  representatives  of  the  food  buying  club  customers 

4  representatives  elected  at  large  from  community  residents 

1  representative  each  from  WRO.  NAACP  PAD  CAP 

On  Board  A,  the  representative  from  the  Mayor's  Office,  the  minority  city 
councilman,  the  representative  of  the  medical  society,  the  Safeway  Store 
manager,  the  member  of  the  minority  business  league,  and  the  downtown 
lawyer  are  probably  appointed.  The  six  representatives  of  the  group  planning 
the  CDO  are  elected  directly  by  the  members,  and  the  remaining  have  been 
elected  indirectly  by  other  specified  groups. 

Board  C  has  only  four  representatives  elected  directly,  and  sixteen  elected  in- 
directly. Board  A  tends  to  the  political.  Board  B  to  a  business  orientation,  and 
Board  C  has  a  larger  majority  of  program  recipients  than  the  others.  But  what 
all  three  boards  have  in  common  is  an  attempt  at  diversity  and  majority  repre- 
sentation of  the  poor. 
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Take  a  look  at  the  sample  matrix  (Figure  VII.5).  Assume  that  the  names  in 
the  left-hand  column  are  board  members  of  a  CDO,  and  that  the  contacts 
across  the  top  are  crucial  to  board  functioning.  The  question  to  ask  is  how 
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well  do  they  have  the  bases  covered.  If  you  would  like  to  ask  the  same  ques- 
tion of  your  CDO,  try  completing  the  blank  matrix  (Figure  VIL6). 


Figure  VII.6 
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D.  Employing  Board  Members  in  Community  Involvement  Strategies 

Once  you  have  a  diverse  board  of  directors,  how  can  you  best  employ  them  to 
further  your  community  involvement  efforts?  Here  are  some  suggested  tech- 
niques that  have  been  successfully  used: 

1.  Encourage  board  members  to  report  back  to  their  constituencies. 

When  a  board  member  is  not  required  to  report  back  to  his  or  her  community, 
the  real  level  of  community  involvement  stops  with  that  board  member.  The 
board  member  who  comes  to  the  board  as  an  elected  representative  of  a  group 
has  a  natural  constituency  in  that  group.  One  way  you  can  increase  involve- 
ment of  residents  in  your  community,  is  to  establish  a  formal  or  informal  or- 
ganization that  your  board  members  report  to. 

One  method  of  increasing  accountability  is  to  have  your  staff  organize  a  mem- 
bership structure  that  calls  for  the  board  member  to  report  directly  to  the 
membership.  This  is  the  case  with  the  CEDC  of  Nassau  County,  a  CDO  in 
Long  Island,  New  York. 

Its  board  members  are  elected  representatives  from  their  communities.  They 
sit  on  the  Area  Council's  economic  development  committee,  and  as  such  are 
required  to  report  the  activities  of  the  CDO  to  the  Area  Council.  The  poverty 
program  staff  helps  to  maintain  the  councils,  and  a  CDO  staff  member  assists 
the  local  economic  development  committee. 

2.  Ask  board  members  to  identify  leaders  and  decisionmakers  in  their  neigh- 
borhoods, and  help  put  together  a  plan  and  timetable  for  reaching  them. 
House  meetings  can  be  held  to  inform  people  of  your  CDO's  programs. 

3.  Make  use  of  the  contacts  of  your  board  members  from  the  professional  or 
public  sector.  These  members  might  also  be  members  of  the  chamber  of  com- 
merce, the  planning  commission,  the  Civil  Service  Commission,  or  the  mental 
health  board. 

They  may  have  contacts  with  banks  or  businesses  that  your  CDO  needs.  These 
program  boards  and  members  can  report  to  their  organizations,  arrange  for 
CDO's  staff  to  make  presentations,  or  seek  commitments  from  these  other 
groups  to  assist  the  CDO  in  accomplishing  some  aspect  of  its  mission. 

4.  Involve  community  members  on  board  committees  responsible  for  review- 
ing and  selecting  new  projects.  These  are  areas  in  which  the  community  is 
perhaps  most  interested,  and  having  representatives  on  these  committees  will 
help  get  grassroots  input— and  will  also  provide  a  means  for  explaining  deci- 
sions that  are  made.  Although  many  CDO  staff  and  professionals  place  a  high 
degree  of  emphasis  on  getting  the  job  done  and  meeting  program  objectives,  it 
is  important  not  to  under-represent  community  representatives,  who  will 
probably  place  relatively  higher  emphasis  on  how  a  given  program  will  affect  a 
community.  You  should  be  sure  to  include  on  committees  community  resi- 
dents who: 
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•  set  organization  priorities,  and  develop  goals  and  objectives.  A  com- 
munity board  member  can  be  educated  by  going  through  the  process 
of  setting  priorities,  for  example,  and  can  in  turn  educate  his  or  her 
neighbors.  The  professional  sitting  in  turn  will  also  gain  perspective  on 
how  the  community  perceives  and  responds  to  its  problems. 

•  establish  investment  criteria.  Aside  from  the  above,  the  community 
resident  may  have  needs  or  values  that  will  require  special  clauses  in 
the  investment  criteria  of  the  corporation-"the  CDO  will  only  invest 
in  ventures  that  employ  at  lease  50%  minority  managers",  for  exam- 
ple, or  "the  CDO  will  invest  in  only  those  industries  with  no  adverse 
effects  on  the  environment". 

®  selecting  new  ventures.  This,  too,  is  an  educational  experience,  which 
a  community  resident  member  can  then  share  with  his  constituents. 

Incidentally,  when  a  CDO  forms  a  non-profit  venture,  it  is  a  good  idea  to  in- 
clude some  community  residents  on  that  board  as  well. 

Finally,  of  course,  all  board  members  should  be  considered  as  public  relations 
people  for  your  CDO  in  whatever  they  do.  The  more  people  from  the  com- 
munity who  see  their  friends  and  colleagues  acting  in  behalf  of  the  CDO,  the 
more  credible  it  will  be  to  them.  Consider  publishing  synopses  of  committee 
reports  in  a  newsletter,  or  a  local  community  newspaper.  Place  board  mem- 
bers on  critical  decision-making  or  public  service  boards.  Select  key  board 
members  to  participate  in  ceremonies  such  as  annual  meetings  or  ground- 
breakings  as  speakers,  or  presenters  (or  recipients)  of  awards. 

In  the  long  run,  a  community  involvement  strategy  is  most  effective  when  it 
stems  from  an  attitude  in  which  you  examine  every  part  of  your  CDO's  ac- 
tivities and  ask  the  question,  "How  can  I  use  this  activity  to  get  more  people 
involved  with  our  organization?" 

VII.3  GETTING  COMMUNITY  RESIDENTS  INVOLVED  IN  WAYS  OTHER 
THAN  BOARDS 

It  is  useful  to  distinguish  between  two  forms  of  getting  community  residents 
involved  through  non-CDO  Board  activities.  The  first  form  involves  on-going 
activities  and  the  second  is  project  related  one  time  activities.  In  the  last 
section  it  was  noted  that  it  is  often  useful  to  set  up  a  Community  Board  in 
order  to  get  increased  community  input  into  decision  making.  This  represents 
an  ongoing  effort. 

There  are  cases  where  you  may  want  a  working  partnership  with  specific  com- 
munity interests  as  part  of  a  project.  An  excellent  example  is  the  case  of  an  in- 
formal local  merchant  group  that  your  CDO  is  working  with  to  promote 
commercial  revitalization.  Another  case  could  be  a  formal  group  like  a  Local 
Development  Corporation  (LDC).  Then  you  might  want  to  set  up  a  task  force 
comprised  of  members  from  the  CDO  Board,  Community  Board,  and  the 
LDC.  The  member(s)  of  the  CDO  Board  on  the  Task  Force  could  keep  the 
CDO  informed  and  could  request  the  aid  of  the  CDO  staff  whenever  neces- 
sary. 
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A.    Issues  in  Determining  Membership  Criteria  for  the  Community  Board 

Membership  recruitment  should  be  considered  part  of  a  long-range  socializa- 
tion process,  designed  to  prepare  community  residents  to  be  consumers  of 
CDO  programs.  Residents  should  have  a  history  of  good  experiences  with  you. 
If  you  build  a  shopping  center  or  a  bank,  your  success  will  depend  upon 
attracting  local  residents.  One  part  of  your  membership  strategy,  therefore, 
should  be  to  involve  them  during  the  planning  stages  and  prepare  them.  The 
Bank  of  America  has  had  years  to  socialize  customers  through  media  cam- 
paigns and  their  very  presence.  You  may  not  have  their  advertising  dollars  or 
history,  but  you  can  achieve  much  the  same  effect  by  letting  your  community 
know  what  you  are  doing,  and  involving  them  whenever  you  can. 

Membership  recruitment  should  be  considered  in  light  of  the  effect  it  will 
have  on  local  politicians  and  bureaucracies.  If  you  design  your  membership 
structure  so  that  everyone  in  your  community  is  automatically  a  member,  you 
have  a  large  membership,  but  no  mechanism  for  providing  your  membership's 
commitment.  Setting  criteria— paying  dues,  membership  in  a  neighborhood 
task  force,  or  an  affiliated  community  organization— means  you  have  a  small- 
er, but  more  committed,  accountable  membership.  For  politicians,  who  deal 
in  tangibles,  this  type  of  committed  membership  will  probably  have  greater 
impact. 

In  planning  and  developing  a  membership  base,  keep  in  mind  one  important 
rule:  people  only  get  involved  in  an  organization  to  do  what  they  want  to  do. 
This  often  means  that  the  initial  contact  between  a  potential  member  and 
your  CDO  will  involve  helping  that  person  do  something  that  is  possibly  of 
more  interest  to  him  or  her  than  to  you.  Siete  del  Norte,  a  CDC  in  New 
Mexico,  has  a  small  community  development  fund  it  uses  first  to  bring  people 
into  their  organization  and  then  to  educate  them.  The  CDC  staff  recruits  and 
assists  community  groups  to  identify  projects  that  need  developing,  and  helps 
them  get  funding  through  Siete,  or  some  other  source.  For  example,  in  work- 
ing to  develop  industries  in  Northern  New  Mexico  that  will  provide  jobs  for 
displaced  small  farmers  and  farmworkers,  they  ran  across  a  group  of  farmers 
who  were  losing  money  growing  apples.  One  sound  membership  strategy 
would  first  be  to  help  them  put  together  an  apple  co-op,  and,  once  that  was 
accomplished,  work  with  them  around  issues  of  more  direct  concern  to  your 
CDO.  This  is  an  effective  approach  in  rural  areas  with  dispersed  populations, 
because  it  creates  small  working  constituencies  who  can  point  to  tangible  re- 
sults of  their  involvement  right  in  their  widely  scattered  communities. 

Community  Economic  Development  Corporation  (CEDC)  in  Nassau  County, 
New  York,  uses  another  effective  method  of  building  a  constituency,  one 
that,  again,  emphasizes  (at  least  at  first)  the  solution  of  problems  community 
residents  find  important,  rather  than  selling  the  long-term  advantages  of  a 
CDO.  CEDC  Nassau  County  is  comprised  of  a  poverty  area  of  eleven  town- 
ships, an  area  council,  each  of  which  in  turn  maintains  an  economic  develop- 
ment committee.  The  chairman  of  each  committee  is  the  low-income  repre- 
sentative on  the  board  of  directors  of  the  CDO.  The  significance  of  this 
structure  is  that  community  residents  have  access  to  their  CDO  through  these 
chairmen  and  can  take  problems  to  them.  If  they  are  beyond  the  scope  of  the 
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CDO,  the  chairmen  can  take  them  to  the  larger  area  council,  where  a  repre- 
sentative from  the  Community  Action  Program  (CAP)  for  example,  may  be 
able  to  do  something. 

Another  membership  strategy  is  to  organize  organizations.  Denver  Communi- 
ty Development  Corporation  (DCDC)  put  together  a  board  consisting  mostly 
of  representatives  from  local  community  and  business  organizations,  thereby 
giving  DCDC  immediate  access  to  people  already  informed  and  organized— in 
other  words,  a  ready-made  constituency. 

B.  A  Community  Assessment— More  than  Just  Information-Gathering 

Finding  out  what  people  want  is  a  way  of  getting  them  involved.  Conducting  a 
needs  assessment  gets  people  involved  in  the  initial  planning  stages,  and  that 
creates  a  constituency  when  the  program  is  ready  to  fly.  Examining  communi- 
ty needs  is  much  more  than  a  process  of  information-gathering.  If  you  look 
around,  most  of  the  data  you  would  want— on  employment,  per  capita  in- 
come, or  housing— you  can  probably  find  right  next  door  in  a  local  planning 
or  service  agency.  However,  a  needs  assessment  in  which  you  go  directly  to 
the  community  can  be  a  very  effective  constituency-building  strategy.  Of 
course,  there  are  limitations.  If  you  are  working  against  an  early  deadline  for 
funding,  you  may  not  have  time  to  go  to  the  community  at  large.  Nor  is  it  the 
least  expensive  method  of  gathering  information.  Still,  the  concept  of  broad 
community  involvement  in  a  CDO's  needs  assessment  has  several  major  advan- 
tages : 

•  You  do  not  always  know  what  people  need.  A  community  college 
eager  to  tap  federal  monies  attempted  to  enroll  Indians  from  a  nearby 
reservation.  Because  they  needed  Indian  students,  they  assumed  that 
the  tribe  needed  a  group  of  educated  young  people  and  that  all  they 
had  to  do  was  offer.  What  they  discovered  was  that  the  young  people 
on  the  reservation  were  needed  by  the  community  to  carry  in  water 
to  the  reservation.  What  the  Indians  proposed  was  that  the  college  use 
its  vast  resources  to  get  a  water  line  into  the  reservation  so  that  the 
Indians  would  have  the  leisure  to  consider  whether  or  not  they  wanted 
an  education. 

•  You  do  not  always  know  what  people  want.  The  classic  assumption  is 
that  everyone  wants  a  guaranteed  income  when  in  fact  many  people 
want  guaranteed  jobs.  CDOs  often  presume  people  want  things  to  stay 
pretty  much  as  they  are— that  if  a  community  is  agricultural,  its  resi- 
dents want  it  to  stay  that  way.  This  may  not  be  true. 

•  Finding  out  what  people  want  is  a  way  of  getting  them  involved.  A 
standard  planning  technique,  called  "protecting  the  soluction,"  is  also 
a  good  organizing  tool.  Ask  a  group  of  people  to  picture  the  solution 
to  a  problem  they  experience.  Ask  them  to  describe  the  picture  they 
see,  to  tell  you  what  the  community  will  look  like.  If  possible,  draw 
their  descriptions,  and  involve  them  in  drawing  them.  Get  people  to 
share  others'  visions.  Above  all,  record  these  images  and  keep  them  as 
useful  planning  data. 
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•  When  you  get  people  what  they  want,  you  have  a  population  using 
what  you  offer.  There's  nothing  worse  than  the  program  based  on  pre- 
sumed needs  which  has  no  customers.  On  the  other  hand,  the  group 
that  wants  the  CDO  to  fix  up  and  reopen  a  movie  theater  so  their  kids 
will  not  have  to  go  across  town  is  the  group  that  will  patronize  the 
theater  once  it  opens.  They  will  be  even  more  frequent  users  if  they 
have  had  a  part  in  getting  the  theater  open,  as  well  as  planning  for  its 
opening. 

•  Finding  out  what  people  want  is  a  way  of  building  a  constituency.  A 
good  organizer  knows  that  a  prime  motivator  is  self-interest,  so  he  or 
she  builds  a  constituency  by  finding  out  what  people  want.  He  or  she 
gets  people  interested  in  the  CDO  by  showing  interest  in  them. 

•  Finding  out  what  people  want  is  a  way  of  identifying  areas  in  which 
you  can  ask  for  their  help.  You  can  always  count  on  people  to  help 
you  get  what  THEY  want.  Probably  the  biggest  organizing  job  is  get- 
ting people  to  work  with  you.  Knowing  people's  interests  (and  keep- 
ing their  names,  interests,  and  history  of  success  with  you  on  file 
cards)  will  enable  you  to  decide  who  to  call  for  a  specific  project  — 
Mrs.  Jones,  for  example,  on  anything  having  to  do  with  creating  food 
co-ops,    or   Rebecca   Ramirez   when   it   comes  to  childcare  centers. 

What  about  a  needs  assessment  that  focuses  primarily  on  gathering  informa- 
tion, rather  than  involving  the  community?  It  is  usually  cheaper,  and  more  ef- 
ficient to  go  to  existing  data  sources.  Some  CDOs  with  limited  staff  but  suffi- 
cient funds  will  hire  a  consulting  firm  to  gather  and  interpret  the  data.  This 
does  not  commit  staff  time,  but  neither  does  it  necessarily  involve  communi- 
ty people  directly.  In  other  words,  using  staff  or  outside  consultants  to  per- 
form strictly  information-gathering  services  in  which  they  have  specific  skills 
may  accomplish  the  job  of  information-gathering,  but  at  the  cost  of  not  in- 
volving community  residents. 

C.  Information- Gathering  as  a  Tool  for  Organizing  Community  Involvement 

When  you  set  about  doing  a  needs  assessment  in  a  community,  make  sure  to 
look  at  the  formal  and  informal  communication  networks  there— at  the  pool 
hall,  the  barber  shop,  in  line  at  the  grocery,  standing  on  the  corner,  at  the 
union  hall,  and  outside  the  church  on  Sunday  mornings. 

D.  Some  Specific  Methods  of  Communicating,  and  Their  Pros  and  Cons 

Surveys.  They  can  be  used  in  needs  assessments  and  in  program  evaluations. 
At  least  five  types  have  been  used:  door-to-door,  neighborhood  survey,  ran- 
dom sampling,  and  mail  or  phone  surveys.  All  provide  some  possibility  for 
contact  with  your  constituency,  although  mail  surveys  are  not  very  effective 
unless  the  organization  already  has  had  lots  of  contact  with  respondents  and  a 
high  degree  of  credibility.  By  and  large,  however,  most  people  do  not  fill  out 
mailed  questionnaires.  Random  sampling  provides  limited  contact.  It  offers 
the  possibility  of  getting  direct  feedback  from  community  residents,  and  also 
opportunities  to  follow  up  on  the  feedback. 
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This  technique  requires  that  the  surveyers  be  well  trained,  and  that  they  have 
a  thorough  knowledge  of  the  organization  they  represent  so  that  they  can  give 
accurate  and  consistent  information  to  those  they  survey.  This  technique 
can  be  expensive.  However,  it  can  also  be  effective.  The  California  State 
Economic  Opportunity  Office  helped  Hub-City  Developers  train  youth  from 
CETA  programs  to  compolete  a  survey  which  ultimately  led  to  the  develop- 
ment of  a  committee  which  then  submitted  a  planning  proposal  to  EDA. 

E.  Large  Public  Meetings 

They  are  excellent  vehicles  for  developing  initial  contacts  and,  if  properly  set 
up,  can  produce  support  or  participation  in  a  program.  However,  large  meet- 
ings can  intimidate  some  people,  especially  if  they  do  not  know  each  other 
well,  or  come  from  diverse  educational  backgrounds,  leaving  a  few  who  dom- 
inate. Also,  large  meetings  are  better  for  transmitting  than  for  receiving  infor- 
mation. The  latter  function  operates  best  in  small  groups.  In  small  groups 
people  are  more  likely  to  give  feedback,  moral  support,  and  make  commit- 
ments to  participate  actively— in  other  words,  to  become  more  involved.  Some 
techniques  to  get  small-group  advantages  from  large-group  meetings  is  to 
break  the  people  into  small  groups,  and  have  a  presenter  address  each  small 
group,  one  at  a  time  (or  several  presenters  address  the  groups  simultaneously), 
followed  by  a  question-and-answer  session.  Make  sure  you  are  prepared  to  tag 
people  for  follow-up  activities  they  express  an  interest  in.  Their  names,  in- 
terests, and  skills  should  be  categorized  and  filed. 

F.  House  Meetings  (Self- Interest  Groups) 

When  people  in  a  neighborhood  have  identified  a  common  problem,  or  have  a 
common  interest,  the  small-group  meeting  with  them  can  be  a  productive  way 
to  get  information  and  community  involvement  at  the  same  time.  It  involves 
people  in  the  CDO  through  issues  they  are  already  interested  in.  By  being  in- 
volved in  the  early  stages  of  a  CDO  project  they  are  more  prepared  to  take 
some  responsibility  for  the  outcome,  rather  than  blaming  you  as  the  "fixit 
man"  when  things  go  wrong.  These  meetings  also  help  you  identify  and  devel- 
op community  leaders.  Meeting  on  people's  home  turf  will  also  tend  to  make 
them  more  honest  and  forthcoming,  especially  if  the  number  of  people  is 
kept  small  (ten  or  twelve),  and  limited  to  those  who  already  know  each  other. 
Incidentally,  this  type  of  group  makes  an  excellent  setting  for  a  CDO  board 
member  reporting  on  activities  to  a  small  part  of  his  constituency. 

G.  Brainstorming 

Before  expressing  an  idea,  most  of  the  time  people  spend  a  good  deal  of  time 
trying  to  decide  if  anyone  is  opposed  to  the  idea  and  if  he  or  she  has  a  whole 
set  or  arguments  to  destroy  it.  When  someone  does  present  an  idea,  usually  it 
is  considerably  diluted.  Brainstorming  is  a  process  for  encouraging  people  in 
groups  to  express  their  ideas  without  worrying  about  being  criticized.  Every 
idea  contributed  is  recorded  without  editing  or  criticism.  In  a  brainstorming 
session,  people  can  say  whatever  they  want  and  have  it  recorded  on  paper,  no 
questions  asked.  Everyone  contributes,  so  everyone  "owns"  the  results.  This 
is  time-consuming,  but  worthwhile  in  terms  of  involving  people. 
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H.  Community     Involvement:    Important    At    Every    State    of    A     CDO's 
Operations 

Community  involvement  can,  and  should,  be  built  into  every  aspect  of  a 
CDO's  operations  beyond  needs  assessment,  planning  (with  its  goal-setting 
and  prioritizing  components),  implementation,  and  evaluation.  In  each  of 
these  steps,  of  course,  as  for  the  needs  assessment  phase,  there  will  be  trade- 
offs between  total  community  involvement  on  the  one  hand,  and  total  effi- 
ciency on  the  other. 

Hiring  an  outside  firm  to  provide  goal-setting  and  prioritizing,  for  example, 
might  save  time  and  include  skills  not  available  within  the  CDO  itself,  but  at 
a  cost  in  getting  the  community  involved.  Using  the  CDO  board  in  setting 
goals  and  objectives  is  worthwhile  if  the  board  has: 

•  an  identifiable  constituency  with  whom  they  have  credibility 

•  enough  time,  and  proximity  to  their  constituents 

•  established  procedures  for  relaying  information 

Otherwise,  the  process  can  be  time-consuming  and  burdensome  to  a  volun- 
teer board  of  directors. 

If  you  have  involved  special-interest  groups  (like  housing  task  forces  or  senior 
citizen  centers)  you  have  a  natural  vehicle  for  continuing  into  the  prioritiz- 
ing and  goal-setting  stages.  The  same  holds  true  if  you  are  working  with  com- 
munity organizations  such  as  Black  or  civil  rights  groups.  If  such  groups  are 
not  organized  when  your  CDO  enters  its  planning  phase,  this  method  of 
gathering  information  is  expensive  in  staff  time. 

Some  CDOs  use  staff  and  consultants  to  compile  data  from  a  needs  assess- 
ment; the  staff  then  interprets  the  data,  evaluates  resources  and  capabilities, 
and  presents  an  economic  development  strategy  to  the  board  and/or  to  com- 
munity organizations.  A  variation  in  this  strategy  is  for  the  staff  to  identify 
major  needs,  and  then  ask  the  board  to  prioritize  them.  Staff  then  follows  up 
on  this  activity  by  preparing  an  economic  development  strategy  based  on  the 
board's  priorities. 

In  general,  almost  any  activity  of  your  organization  should  be  assessed  as  a 
potential  means  to  encourage  community  involvement.  Try  to  determine  the 
opportunities  it  provides  for  recruitment,  feedback,  or  follow-up.  If  including 
a  community  involvement  component  means  sacrificing  something  in  opera- 
tional efficiency,  the  gain  in  community  support  and  participation  in  your 
programs  may  in  the  long  run  be  more  than  worth  it. 
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CHAPTER  VIII 
FINANCING 


CHAPTER  SUMMARY 

In  order  to  implement  any  significant  economic  development  effort  a  CDO 
will  need  money.  This  financial  need  will  be  met  either  by  organizations  such 
as  banks,  savings  and  loans,  etc.,  that  loan  money  to  make  a  profit  or  by  insti- 
tutions like  government  agencies,  foundations,  etc.,  that  have  some  social 
goals  they  wish  to  pursue. 

This  chapter  examines  the  different  types  of  financing  requirements  that 
CDOs  have  in  Section  VIII.  1;  it  then  explains  given  a  particular  requirement 
which  specific  insitutions  to  go  to  and  what  is  the  process  of  applying  for  the 
money.  A  deliberate  choice  has  been  made  to  emphasize  the  process  rather 
than  to  offer  another  comprehensive  listing  of  all  financial  resources  available. 
Sections  VIII. 2  explains  the  workings  of  the  private  capital  market,  and  given 
a  financial  need  which  type  of  institution  to  go  to.  It  concludes  with  an  over- 
view of  the  process  one  goes  through  to  get  the  money.  Section  VIII. 3  does 
essentially  the  same  task  for  the  non-profit  sector  including  government  agen- 
cies, private  foundations,  community  trusts,  and  other  non-profit  organiza- 
tions. Appendix  B  provides  a  listing  of  the  government  programs  that  have 
some  money  available  for  community  economic  development. 

HOW  THE  CHAPTER  IS  USEFUL 

This  chapter  is  useful  in  two  ways.  Once  your  CDO  has  decided  to  plan  and 
implement  a  project  (Chapter  III  of  the  Handbook),  it  can  help  by  showing 
which  kind  of  institution  should  be  investigated.  Second,  it  presents  useful 
guidelines  to  follow  in  requesting  the  money. 

Since  most  CDOs  have  already  been  exposed  to  grantmanship,  there  is  particu- 
lar emphasis  on  explaining  the  vast  variety  of  financial  institutions  and  the 
functions  they  serve.  While  in  most  cases  the  private  capital  market  is  suf- 
ficiently complex  that  an  expert  will  be  required,  knowing  the  vocabulary  of 
finance  should  make  it  easier  to  work  with  one. 

VIII.l    THE  CDO's  DIFFERENT  NEEDS  FOR  MONEY 

The  CDOs  requirement  for  money  may  be  broken  down  into  five  categories: 

•       Money  to  run,  under  contract,  social  programs  that  are  tied  to  eco- 
nomic development. 
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Money  for  administrative  overhead  for  both  the  day  to  day  running  of 
the  CDO  and  for  proposal  development. 

Money  to  plan  for  community  economic  development. 

Money  to  develop  detailed  plans  for  projects  like  industrial  parks, 
commercial  revitalizations. 

Money  to  implement  business  development  projects. 


As  one  goes  down  the  list,  the  money  becomes  increasingly  difficult  for  a 
CDO  to  obtain.  It  is  an  integral  part  of  the  growth  of  a  CDO  to  develop  a 
capital  base  that  allows  it  to  have  money  available  for  all  five  activities. 

Traditionally,  CDOs  have  had  considerable  difficulty  obtaining  money  from 
the  private  capital  market.  There  are  two  reasons  for  this.  Firstly,  a  CDO  is 
simply  an  unknown  quantity  to  a  financial  institution,  and  secondly,  often  a 
CDO  does  not  go  to  the  right  institution  for  the  need.  Often  a  beginning  CDO 
will  go  to  a  neighborhood  bank  for  venture  capital  financing  and  be  turned 
down.  The  CDO  may  think  the  bank  is  discriminating  yet  the  bank  may  never 
give  such  loans.  The  CDO  should  have  gone  to  the  Small  Business  Administra- 
tion or  to  a  Business  Development  Center.  Section  VIII.  2  should  help  in 
avoiding  this  mistake. 

CDOs  will  almost  never  have  enough  resources  at  their  disposal  considering 
the  magnitude  of  the  task  of  community  economic  development.  Thus  be- 
sides stressing  the  obvious  need  for  efficiency,  CDOs  have  to  be  able  to 
leverage  their  resources. 

The  simplest  example  of  leveraging  is  buying  a  house.  Suppose  you  have 
$10,000  and  you  use  it  for  a  20%  down  payment  on  a  house  costing  $50,000. 
Then  you,  in  some  sense,  have  control  over  $50,000  even  though  you  really 
have  $10,000  equity  in  the  home.  Then  you  have  leveraged  your  money  five 
times.  This  means  that  if  the  price  of  the  house  went  up  to  $70,000,  in  a  year 
then  your  equity  would  increase  to  $30,000  and  you  would  have  made  a 
200%  return  on  equity  (before  subtracting  all  the  costs  involved).  If  the  price 
of  the  house  fell  to  $40,000  in  a  year,  however,  then  you  would  have  experi- 
enced a  100%  loss.  Now  if  the  house  had  fallen  below  $40,000  then  besides 
losing  your  equity  you  may  be  losing  your  shirt  and  may  decide  to  let  the 
bank  foreclose  on  the  house. 

In  high  finance,  leveraging  can  be  far  more  complex  than  this  simple  example 
would  suggest.  In  the  public  sector,  the  concept  of  leveraging  is  used  some- 
what differently.  One  is  not  trying  to  maximize  profit  but  economic  impact 
on  the  community.  Government  agencies  are  always  looking  for  good  clients 
to  utilize  their  grants  and  loans  according  to  both  the  intent  and  the  letter  of 
the  law  that  mandates  the  agency.  Often  if  one  agency  gives  your  CDO 
money,  then  others  are  also  more  likely  to  consider  you.  If  the  Office  of 
Neighborhood  Development  in  HUD  gives  a  CDO  $100,000  for  planning  and 
commercial  revitalization,  the  EDA  will  be  more  forthcoming  with  a  larger 
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amount,  say  $1,000,000,  for  implementation.  Government  agencies  like  to 
be  seen  coordinating  their  efforts  these  days. 

The  ideal  method  for  a  CDO  to  leverage  its  money  is  to  take  some  initial 
grant  from  the  public  sector  or  private  foundation  and  utilize  it  to  get 
further  capital  from  private  financial  institutions.  Besides  the  obvious 
route  of  functioning  on  a  project  by  project  basis,  the  better  way  is  to  get  in- 
vestment and  development  company  loans  from  the  Small  Business  Adminis- 
tration (SB A).  The  main  programs  under  this  category  are  Small  Business  In- 
vestment Companies  (SBICs),  Minority  Enterprise  Small  Business  Investment 
Company  (MESBICs)  and  Local  Development  Companies  (LDCs).  The  de- 
tails about  these  programs  may  be  found  in  the  book  Sources  of  Capital 
for  Community  Economic  Development  cited  at  the  end  of  Section  VIII. 2. 
If  your  community  has  a  large  minority,  you  will  want  to  visit  your  local 
Business  Development  Center  under  the  Office  of  Minority  Business  Enter- 
prises (OMBE).  They  offer  a  great  variety  of  services  closely  tied  to  the 
Small  Business  Administration  (SBA),  services  desperately  needed  by  any 
CDO  moving  into  economic  development.  One  such  center,  for  instance, 
has  the  following  goals: 


•  Increase  the  number  of  minority  business  starts 

•  Strengthen  existing  minority  businesses 

•  Provide  management  services  and  technical  assistance  to  upgrade  the 
financial,  marketing  and  management  skills  of  minority  business 
entrepreneurs  in  all  functional  areas  of  business 

•  Serve  as  a  liaison  for  obtaining  contract  procurement  opportunities, 
and  provide  for  technical  assistance  for  bidding  on  contracts 

•  Work  with  city,  county  and  state  agencies  in  implementing  employ- 
ment training  placement  whenever  applicable 

•  Organize  and  coordinate  minority  small  business  associations 

P'igure  VIII. 1  illustrates  an  excellent  case  of  leveraging  public  capital  (from 
EDA  and  CSA)  with  private  capital.  The  public  money  is  being  used  mostly 
for  the  purchase  of  property  and  building  infrastructure,  individual  buildings 
in  the  industrial  park  are  mostly  being  financed  by  the  private  sector.  Figure 
VIII. 2  illustrates  the  TELACU  Investment  Company  Incorporated  (TIC)  and 
MESBIC  at  start  up  and  with  an  additional  loan  of  $700,000  from  SBA.  The 
MESBIC  with  TELACU  buys  into  established  businesses  and  utilizes  the  prof- 
its to  finance  some  of  the  various  needs  noted  at  the  beginning  of  this  chapter. 

Figure  VIII. 3  shows  another  example  of  combining  public  and  private  money. 
It  also  shows  the  wide  flexibility  of  Community  Development  Block  Grants 
(CDBG)  from  HUD.  A  short  background  on  how  these  funds  came  to  be  util- 
ized might  be  useful. 
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Figure  VIII.  1 

Telacu  Industrial  Park,  Inc. 

1.  Purchase  of  old  vacated  B.  F.  Goodrich  Tire  Plant 
of  47  acres  for  conversion  into  an  industrial  park. 

A.      Ford  Foundation  Loan  (@8%)  $1,000,000 

Crocker  National  Bank  Loan 
(21/2%  over  prime )  4,000,000 

$5,000,000 

2.  E.  D.  A.  Grant  (to  be  used  for)  3,636,400 

A.  Demolition 

B.  Road 

C.  Off-site  Improvements 

D.  Rehabilitation  of  Building  No.l 

3.  CSA  Grant  of  $1,218,700  (to  be  used  for) 

A.  Placed  in  Escrow  for  interest  pay- 
ments on  the  $5,000,000  for  pur- 
chase of  property  750,000 

B.  Venture  Capital  468,700 

$1,218,000 

4.  Office  Building  for  the  Industrial  Park 

A.  E.D.A.  Grant  4,000,000 

B.  Guaranteed  Loan  (E.D.A.)  4,000,000 

NOTE:       As  space  is  leased  to  different  manufacturing  firms  most  of 
the  capital  is  being  raised    from    the   private   capital  market. 

FIGURE  VIII.2 

Telacu  Investment  Company  Incorporated 

A  MESBIC 
1975  Start-up  Equity  Capital 

CSA  $   700,000 

SBA  (50%  ownership)  700,000 

$1,400,000 
1977  Expansion  Loan 

Long-term  financing  from  SBA  (4.5%  during 

first  5  years,  7.5%  during  second  5  years  700,000 

Total  capital  resources  available  for 

creating,  buying  or  partial  ownership  in  ventures^  $2,100,000 
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FIGURE  VIII.3 


CDBG 

PRIVATE 
CAPITAL 

TOTAL 

$125,000 
70,000 

$  6,000 
30,000 

$131,000 
100,000 

12,000 
22,000 

33,000 

12,000 
55,000 

27,027 

220,000 

247,027 

150,000 

___ 

150,000 

Hollywood  Revitalization  Committee  Inc.  (HRC) 
Budget  1978-79 


Basic  corporation  administration 
Economic  Studies 

Commercial  Rehabilitation  Project 

a)  Administration 

b)  Architectural  Service  Fees 

c)  Loan  subsidy* 

22    participants    borrowing 
$10,000  each 

d)  Public  Works 

Improvement  for  Area 

Area  Non-eligible  Participant 
Rehabilitation 

Fredericks  of  Hollywood  —  250,000  250,000 

B.  Dalton  Pickwick  Bookstores  ---  25,000  25,000 

J.J.  Newberry  -—  50,000  50,000 

Area  March  Association  Activities  2,500  7,000  9,500 

$408,527       $621,000       $1,029,527 

*On    a    $220,000    loan    borrowed    at    15%    interest,    a    4%    subsidy    is    paid    on    ap- 
proval of  the  loan.  Thus,  the  effective  interest  rate  is  less  than  1 1%. 


The  Hollywood  Revitalization  Committee  Incorporated  (HRC),  was  initiated 
by  the  local  city  council  representative  in  response  to  community  demand  for 
commercial  revitalization  in  an  area  stereotyped  as  crime  ridden  and  blighted. 

CDBG  funds  were  used  for  a  socio-economic  assessment  of  Hollywood  under 
the  leadership  of  the  city's  Office  of  Economic  Development.  That  report  is 
used  by  the  corporation  as  a  guiding  document  for  many  different  programs. 

Administration  costs  of  projects  are  provided  by  CDBG  and  other  sources. 
Current  programs  include  commercial  rehabilitation  services,  residential 
neighborhood  organizing,  support  of  local  community  cultural  programs,  and 
a  community  information  resource  center. 

There  are  two  lessons  to  be  learned  from  the  example  of  HRC.  One,  CDBG 
funds  are  extremely  flexible  and  HRC  has  certainly  not  exhausted  the  possi- 
bilities, and  two,  the  process  requires  considerable  political  support  from  the 
local  political  representative. 
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>MIC  DEVELOPMENT 
>UG  ATE  CAPITAL  MARKET 

This  section  desc:  e  private  capital  market,  outlines  the  various  sources 

of  financing  withi]  market,   and  discusses  how  best  to  secure  private 

financing.  The  section  is  not  intended  to  provide  a  comprehensive  discussion 
of  the  subject,  but  rather  offers  an  introduction  to  the  capital  market.  A  short 
bibliography  is  included  at  the  end  of  the  chapter  for  your  further  reference. 

The  section  is  divided  into  four  sub-sections.  First  an  overview  of  the  private 
capital  market  is  provided  along  with  a  discussion  of  its  function,  scope,  basic 
characteristics,  and  a  diagram  showing  the  flow  of  funds  within  the  market. 
Second,  there  is  discussion  on  the  different  criteria  used  by  the  CDOs  and 
capital  suppliers  in  defining  and  evaluating  a  specific  project.  The  third  sub- 
section presents  basic  elements  in  the  successful  approach  to  packaging  a  busi- 
ness and  obtaining  project  financing.  The  fourth  section  1)  lists  the  various 
institutions  within  the  private  capital  market,  2)  lists  the  types  of  private 
financing  available  and  how  used,  and  3)  combines  the  two  lists  to  explain 
matching  financing  needs  with  the  source  institutions. 

A.  The  Private  Capital  Market 

The  private  finance  market  is  a  group  of  institutions  and  individuals  acting  as 
intermediaries  -  collecting  the  savings  and  extra  cash  from  individuals  and 
businesses  and  making  it  available  for  loans  and  investments.  Over  time  these 
institutions  have  developed  a  relatively  sophisticated  and  efficient  network  of 
communications  and  cash  transfers.  This  network  enables  the  institutions  to 
function  in  such  a  cohesive  manner  on  a  national  scale  that  when  people  refer 
to  the  "money  market",  or  the  "capital  market"  or  the  "retail  finance  mar- 
ket", they  have  no  need  to  define  the  market  either  by  location  or  type  of 
institution.  Despite  its  internal  complexity  and  sophistication,  however,  the 
finance  market  essentially  serves  only  two  functions:  1)  the  collection  of  sav- 
ings and  excess  cash  from  businesses  and  individuals  (at  a  cost  to  the  institu- 
tions), and  2)  the  disbursement  of  loans  and  investments  (at  a  profit  to  the 
institutions). 

The  institutions  within  the  private  finance  sector  channel  funds  to  individuals, 
to  companies  and  to  each  other.  Each  of  these  users  comprise  different 
"markets".  The  same  institutions  often  supply  funds  to  all  three  markets,  and 
the  markets  are  interrelated  in  many  ways.  However,  markets  are  defined 
solely  by  who  uses  the  funds.  The  three  private  finance  markets  in  the  United 
States,  as  defined  above,  are  referred  to  as  follows: 


•» 


• 


Individual  users  —  The  retail  credit  market,  or  retail  finance  market,  or 
consumer  credit  market. 

Business  users  —  the  private  capital  market,  or  private  investment  and 
commercial  credit  markets. 

Financial  intermediary  users  —  the  money  market. 
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In  this  section  we  will  discuss  only  the  private  capital  market,  the  market  in- 
volving commercial  loans  and  investments  as  this  will  be  the  source  of  private 
financing  for  community  economic  development. 

The  institutions  comprising  the  private  capital  market  are  probably  most 
clearly  defined  by  their  source  of  funds.  Using  this  delineation,  there  are 
three  basic  categories. 

•  Primary  suppliers  —  individuals  and  businesses  which  lend  or  invest 
money  without  the  use  of  an  intermediary  institution.  Examples  of 
this  are  "trade  credit"  and,  at  the  other  end,  individual  investments 
via  the  stock  market  or  private  placements. 

•  Primary  intermediaries  —  institutions  that  function  as  a  depository  for 
individual  and  business  savings.  The  three  primary  types  of  institutions 
in  this  category  are  banks,  savings  &  loans,  and  insurance  companies. 

•  Secondary  intermediaries  —  suppliers  of  finance  which  receive  their 
funds  from  the  primary  intermediaries,  and  do  not  themselves  act  as 
depositories.  The  major  types  of  institutions  within  this  category  are 
finance  companies,  industrial   banks,  and  mortgage  loan  companies. 

Figure  VIII. 4  shows  the  money  flow  between  the  three  levels  of  suppliers  and 
users.  A  more  detailed  description  of  the  institutions  within  the  private  capital 
market  categories  by  "level  of  supplier"  is  included  at  the  end  of  this  section. 

Although  the  capital  market  has  a  variety  of  institutions  within  it,  there  are 
several  common  characteristics: 

•  The  capital  market  is  highly  competitive  both  in  seeking  funds  and 
soliciting  customers.  The  competition  by  banks  and  Savings  &  Loan 
Association  deposits  is  obvious  through  their  tremendous  advertising 
efforts.  The  competition  by  banks  for  commercial  deposits,  and  the 
competition  by  the  secondary  intermediaries  for  bank  financing  is  just 
as  strong,  if  not  as  well  publicized.  On  the  reverse  side,  all  institutions 
compete  for  portfolio  loans  which  meet  their  criteria  for  quality  and 
risk.  "Good"  borrowers  are  as  sought  after  as  reliable  depositors. 


» 


A  result  of  this  competition  is  the  small  variance  between  institutions 
of  similar  kind.  Because  money  is  a  product  which  does  not  have  a 
brand  name  or  quality  difference,  the  only  areas  in  which  institutions 
can  compete  are  price  (rate)  or  service.  The  differences  that  do  exist 
between  like  institutions  are  usually  due  more  to  individuals  within 
the  institutions  rather  than  formal  corporate  policies  and  purposes. 

A  third  characteristic  of  the  capital  market  is  conservatism.  Although 
the  capital  market  ranges  from  venture  capital,  involving  high  risks  and 
a  high  return,  to  secured  lending,  involving  minimum  risk  and  low  re- 
turn, the  bulk  of  the  funds  available  are  provided  on  a  low  risk— low 
return  basis.  The  reasons  for  this  are  quite  simple: 


I 
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Figure  VIII.4 
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Most  of  the  funds  available  to  the  capital  market  enter  the  market 
through  primary  intermediaries.  In  order  to  protect  the  depositors, 
the  loan  and  investment  policies  of  these  institutions  are  highly  regu- 
lated. The  regulatory  bodies  favor  minimizing  losses  rather  than  max- 
imizing profits. 

The  return  on  a  "successful"  venture  capital  investment  can  be  very 
high  and  has  no  ceiling,  while  the  return  on  a  "good"  loan  is  relatively 
low  and  has  a  definite  ceiling.  Because  the  lending  institutions  are 
limited  in  the  profit  they  can  make  on  good  loans,  they  have  very 
little  margin  with  which  to  absorb  losses  on  bad  loans,  and  therefore 
must  follow  a  conservative  loan  policy. 
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B.  Defining  the  Type  of  Financing 

In  planning  a  new  project  it  is  essential  to  clearly  define  the  necessary  type 
of  financing.  Failure  to  do  so  results  not  only  in  wasted  time  and  effort,  but 
may  also  produce  unnecessary  confusion  and,  occassionally,  unnecessary  fail- 
ure. 

From  the  CDC's  point  of  view,  a  project's  financing  requirements  are  clearly 
defined  by  the  purpose  for  which  the  funds  will  be  used.  The  purposes  and 
the  amounts  are  derived  from  the  business  plan  and  cash  flow  projections  for 
the  project  as  discussed  in  Chapter  III.  The  capital  market  institutions,  how 
ever,  define  your  financing  reaquirements  by  an  entirely  different  set  of  cri- 
teria. To  succeed  in  financing  your  project,  you  must  define  your  financing 
needs  using  both  your  criteria  and  the  capital  market's  criteria. 

The  criteria  used  by  lenders  to  analyze  a  financing  package  reflect  their  con- 
cerns. These  concerns  can  be  grouped  into  six  basic  criteria: 

•  Term  —  When  and  at  what  rate  will  the  invested  funds  and  interest  be 
repaid?  How  does  this  correspond  with  the  supplier's  source  of  funds 
and  their  stability? 

•  Risk  —  What  is  the  primary  source  of  repayment  and  what  is  the  prob- 
ability that  the  invested  funds  will  be  repaid  from  this  source?  Is  there 
a  secondary  source  of  repayment  and  what  is  the  probability  that  the 
funds  will  be  repaid  from  that  source  if  the  primary  source  of  pay- 
ment fails  to  materialize? 

•  Administrative  Cost  —  How  much  time  and  effort  per  dollar  lent  or 
invested  will  be  required  to  insure  proper  repayment  and  adequate 
control? 

•  Return  —  What  is  the  rate-of-return  to  the  lender? 

•  Secondary  Benefits   —  Will  the  investment  result  in  the  investor  receiv- 

ing additional  deposits,  related  business,  goodwill  in  the  community, 
or  other  tangible  and  intangible  benefits? 

•  Portfolio  Fit  and  Expertise  —  Given  the  policy  of  the  institution  and 
its  existing  personnel,  does  the  investment  fit  within  the  institution's 
geographic,  financial,  and  professional  area  of  involvement? 

As  can  be  seen,  these  are  an  entirely  different  set  of  criteria  than  you  used  in 
in  defining  your  financial  requirement  in  Chapter  III,  and  they  will  generate  a 
very  different  definition  of  your  financing  requirements.  The  following  ex- 
ample of  the  financing  requirements  for  a  hypothetical  CDO  business  venture 
demonstrates  the  differences  in  definitions. 

Your  CDO  wishes  to  fund  a  manufacturing  venture.  In  your  project  plan  you 
have  determined  that  you  will  require  approximately  $1,000,000  of  financing 
to  be  used  as  follows: 
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1.  Purchase  property  $200,000 

2.  Purchase  equipment  300,000 

3.  Carry  receivables  &  inventory  400,000 

4.  Early  losses  &  contingency  100,000 


Total  $1,000,000 

This  same  financing  package,  however,  when  viewed  by  your  potential  finan- 
ciers, will  look  quite  different  as  is  shown  below: 

1.  Real  estate  loan  (75%  of  total)  20-year,  minimal  $150,000 
risk,  low  administrative  cost,  low  return,  no  sec- 
ondary benefits,  good  portfolio  fit. 

2.  Secured  equipment  loan  (50%  of  total),  5  years,  100,000 
fair  risk,  fair  yield,  low  administrative  cost,  will 

receive  depository  business,  fair  portfolio  fit. 

3.  Accounts  receivable  factoring,   annual  renewal,  200,000 
acceptable   risk,  high   administrative  cost,  high 

yield,  no  other  benefits,  good  portfolio  fit. 

4.  Required  equity  to  secure  above.  150,000 

5.  Additional  required  equity.  300,000 

$1,000,000 

In  order  to  1)  prepare  a  financially  realistic  project  plan,  2)  successfully  mar- 
ket your  financial  requirements,  and  3)  avoid  wasting  a  tremendous  amount 
of  time  and  goodwill  in  locating  the  right  financial  sources,  it  is  essential  that 
you  plan  your  project's  financing  using  the  market's  criteria.  Using  the  above 
criteria,  Section  D  of  this  chapter  briefly  describes  the  various  types  of  com- 
mercial finance  available. 

C.  The  Marketing  of  A  Finance  Request 

The  three  basic  elements  in  successfully  marketing  your  financial  needs  are: 

1.  Insure   the   request   satisfies  the  primary  criteria  of  your  potential 
lenders  or  investors. 

2.  Package  the  request  in  an  appropriate  manner. 

3.  Approach  the  right  people. 

The  primary  criteria  which  your  project  must  meet  are: 

1.  The  project's  financiers  have  little  or  no  risk  of  losing  their  loans 
or  investments. 
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2.  The  project's  financiers  have  a  good  chance  of  receiving  an  excellent 
(by  their  standards)  return  on  their  loans  or  investments. 

3.  The  project  has  sound  management. 

If  your  project  does  not  meet  these  three  criteria,  you  will  not  be  able  to 
attract  private  financing  and  you  must  either  seek  government  financing  or 
rework  your  plans.  Do  not  waste  your  time  trying  to  sell  a  package  no  one 
will  buy. 

If  your  project  does  meet  the  above  criteria,  your  next  step  is  to  convince 
potential  financiers  that  this  is  so.  To  accomplish  this,  your  most  important 
tool  is  the  project  proposal,  or  project  write-up. 

There  are  a  number  of  sources  available  which  discuss  the  mechanics  and 
formats  of  writing  a  proposal.  More  important  than  the  format,  however, 
is  the  general  approach.  Your  general  approach  insures  the  following  two 
ideas: 

1.  The  write-up  is  professionally  written  and  packaged.  A  poorly  written 
package  reflects  poorly  upon  your  management. 

2.  The  write-up  is  conservatively  presented.  As  noted,  you  are  dealing 
with  conservative  institutions  that  have  processed  a  multitude  of 
financing  requests. 

Do  not  "sell"  your  project  through  promotion  language,  but  present  the 
facts  in  such  a  way  that  the  reader  can  easily  see  that  the  project  meets  all 
of  his  criteria. 

In  seeking  loan  financing,  the  problem  is  not  in  selecting  the  type  of  institu- 
tion you  need  (which  is  dictated  by  your  financial  requirements),  but  whom 
to  approach  within  that  institution  and  how  to  do  it. 

You  should  present  your  loan  request  to  the  presidents  of  various  institutions, 
or,  to  an  individual  who  has  the  personal  authority  to  grant  a  loan  of  your  re- 
quest amount.  You  should  approach  this  individual  with  an  introduction  from 
(and  ideally  in  the  presence  of)  the  most  politically  powerful  individual  you 
can  recruit. 


D.  Private  Capital  Institutions  and  Types  of  Financing 


1.  INSTITUTIONS 

The  following  outline  briefly  describes  the  entities  within  the  three  categories 
and  explains  their  relationship  to  each  other  according  to  their  supply  of 
funds.  Later  in  the  chapter  these  same  sources  will  be  categorized  according  to 
the  type  of  financing  they  provide: 
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•  Suppliers 

a.  Private  individuals 

Private  individuals  provide  loan  and  investment  funds  directly  to  users  via 
stock  offerings  and  individual  investment  in  limited  and  general  partnerships. 
In  terms  of  actual  dollars  invested,  the  amount  of  money  which  individuals 
place  directly  to  users  through  stock  purchases  or  private  investment  is  rela- 
tively small  when  compared  to  the  total  funds  provided  through  the  market. 

b.  Trade  credit 

The  most  common  type  of  commercial  funding  is  trade  credit,  or  accounts 
payable  financing.  Companies  are  able  to  provide  trade  credit  financing  to 
their  customers  to  the  extent  they  are  able  to  receive  similar  terms  from  other 
companies,  or  are  able  to  finance  their  account  receivables  through  institu- 
tional sources.  Thus  trade  credit,  the  largest  form  of  commercial  credit  in  the 
United  States,  filters  from  the  retail  level  through  the  manufacturer  and  even- 
tually the  supplier.  Terms  are  relatively  short  (30  —  90  day)  and  will  usually 
reflect  the  supplier's  cost  of  funds  and  the  use  of  trade  credit  in  the  competi- 
tion for  customers. 

•  Primary  Intermediaries 

(1)  Banks 

Commercial  banks  are  the  primary  collector  and  primary  distributor  of  funds 
in  the  United  States.  Bank  funds  originate  from  savings  and  checking  deposits. 
These  sources  of  money  are  relatively  inexpensive  and  highly  liquid.  Thus, 
bank  financing  is  usually  the  least  expensive  financing  available  and  is  provid- 
ed on  a  relatively  short  term  basis. 

(2)  Savings  &  Loan  Associations 

Savings  and  loan  association's  source  of  deposits  are  legally  equity  invest- 
ments, and  the  interest  paid  is  legally  equity  investment,  and  the  interest  paid 
is  legally  dividends.  This  structure  provides  savings  and  loans  a  relatively  long 
term  and  inexpensive  form  of  money.  As  a  result,  Savings  and  Loans  invest 
predominantly  in  real  estate  mortgages  which  are  long  term,  relatively  low 
rate,  and  extremely  secure. 

(3)  Insurance  Companies 

Insurance  companies  receive  a  continuing,  non-withdrawable  stream  of  depos- 
its in  the  form  of  insurance  premiums.  These  deposits  are  relatively  cheap, 
very  large  and,  via  government  regulation,  can  only  be  invested  in  low  risk 
areas.  Thus,  insurance  companies  specialize  in  secure,  large,  long  term  invest- 
ments, such  as  bonds,  real  estage  mortgages,  and  fully  secure  long  term  loans. 

As  such  they,  along  with  commercial  banks,  are  the  primary  sources  for 
secondary  intermediaries. 


VIII. 12 


(4)  Cooperatives 

Cooperatives  receive  funds  from  members  in  the  form  of  stock  purchases.  The 
funds  are  relatively  cheap  and  thus  cooperatives  represent  an  inexpensive 
source  of  financing  on  a  short  term  basis.  They  represent  a  relatively  small 
part  of  the  capital  market. 

•  Secondary  Intermediaries 

(1)  Commercial  Credit  Companies  and  Factors 

Commercial  credit  companies  and  factors  finance  working  capital  needs  which 
most  banks  are  unwilling  to  do  because  of  the  nature  of  the  security  and/or 
problems  in  administrating  the  loan.  Such  companies  receive  their  funds 
through  bank  lines  of  credit,  usually  at  a  prime  plus  rate.  This  combined  with 
their  high  administrative  costs  results  in  high  cost,  short  term  credit. 

(2)  Sales  Finance  Companies 

Sales  finance  companies  are  another  form  of  commercial  credit  company 
financed  through  bank  lines  of  credit.  Instead  of  financing  receivables,  these 
companies  purchase  consumer  installment  sales  contracts  on  individual  or 
package  arrangement. 

(3)  Leasing  Companies 

Leasing  companies  are  financed  by  banks  and  insurance  companies  through 
secured  loans  on  equipment  purchases.  The  leasing  companies  in  turn  lease 
out  the  equipment.  This  is  a  more  expensive  form  of  financing. 

(4)  Mortgage  Loan  Companies 

Mortgage  loan  companies  deal  in  real  estate  and  construction  related  financing 
which  banks  and  savings  and  loans  compaies  finance  both  by  bank  credit  and 
through  selling  their  loan  portfolio    insurance  companies. 

(5)  The  Farm  Credit  System 

The  farm  production  credit  associations  are  cooperatives  wholly  owned  by 
their  members.  The  farm  cooperatives  are  financed  through  the  district  Feder- 
al Intermediate  Credit  Bank 


2.   LOAN  TYPES 

In  this  subsection  some  of  the  various  types  of  loans  and  investment  are  brief- 
ly described.  The  types  of  funding  are  separated  into  the  general  categories  of 
working  capital  financing,  term  financing,  and  venture  capital  financing. 

*   Working  Capital  Financing  —  The  primary  characteristics  of  working  capital 
loans  are: 
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a.  Purpose—  Financing  accounts  receivables  and/or  inventory. 

b.  Term-  Short  term,  less  than  one  year; 

c.  Primary  Source  of  Repayment—  Collection  of  accounts    receivable   and/or 
sale  of  inventory. 

d.  Secondary  Sources  of  Repayment  —  Operating   profits   and  liquidation   of 
other  assets. 

e.  Types  of  Loans  Available 

(1)  Lines  of  credit  —  A  line  of  credit  is  a  commitment  by  an  institution 
which  allows  the  user's  needs.  The  traditional  purpose  for  "line 
credit"  is  to  finance  seasonal  build-up  of  inventory  or  receivables 
(such  as  Christmas  inventory).  The  short  term  borrowing  is  repaid  as 
the  receivables  are  reduced.  Lines  of  credit  are  often  extended  to  pro- 
vide working  capital  financing  when  season  is  not  a  factor.  However, 
lines  are  usually  extended  for  one  year  on  a  renewable  basis.  The  line 
commitment  may  have  a  fixed  ceiling  such  as  $500,000  or  be  tied  to 
a  working  capital  formula  such  as  70%  of  receivables  and/or  50%  of 
inventory.  Lines  of  credit  may  be  unsecured  or  secured  by  inventory, 
receivables  and  other  collateral  such  as  equipment.  This  type  of 
financing  is  usually  extended  only  to  financially  sound  companies  as 
judged  by  historic  performance  and  current  financial  condition. 

(2)  Accounts  Receivable  Financing  —  Accounts  receivable  financing  is 
similar  in  purpose  to  a  line  of  credit.  It  is  used  in  place  of  a  line  of 
credit  when  the  borrower  is  not  sufficiently  credit  worthy  to  justify 
a  line  of  credit,  and  credit  extension  must  be  tied  to  the  amount  and 
quality  of  specific  accounts  receivable.  Money  is  lent  upon,  and 
secured  by,  specific  accounts  receivable.  When  these  receivables  are 
collected,  the  money  is  used  to  repay  the  loan.  In  practice,  the  accounts 
receivable  continually  turn  over  and  remain  near  a  certain 
level,  as  does  the  accounts  receivable  financing.  Money  lent  will  us- 
ually vary  between  50%  and  90%  of  the  receivables  and  the  borrowers 
performance.  A  receivable  financing  commitment  may  be  granted 
upon  an  annual  renewal  basis  or  be  contingent  upon  day  to  day  ac- 
ceptance of  the  specific  accounts  receivable. 

(3)  Accounts  Receivable  Factoring  —  In  accounts  receivable  factoring,  the 
accounts  receivable  are  sold  to  a  purchasing  institution  at  a  discount. 
The  seller  is  usually  contingently  liable  for  the  collection  of  the 
account  receivable  sold  and  a  reserve  fund  against  uncollectable  re- 
ceivables may  be  required.  Factoring  is  the  most  expensive  form  of 
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receivable  financing.  It  usually  reflects  a  low  credit  rating  of  the  bor- 
rower and  funds  are  extended  solely  upon  the  strength  of  the  accounts 
receivable. 

(4)  Inventory  Liens  —  Inventory  lien  loans  are  similar  to  accounts  receiv- 
able, lending,  except  that  they  are  used  to  finance  specific  pieces  of 
inventory  and  are  repaid  when  that  inventory  is  sold.  The  method  is 
used  when  there  are  few  inventory  items  of  rather  large  value,  such  as 
mobile  homes,  large  equipment,  etc.  The  loans  are  secured  by  liens  on 
specific  items.  The  inventory  is  often  policied  by  the  borrower  to  in- 
sure that  financed  inventory  has  not  been  sold.  Lending  commitments 
are  usually  provided  on  an  annual  basis. 

(5)  Warehouse  Receipt  Loans  —  Warehouse  receipt  lending  is  an  alterna- 
tive form  of  inventory  financing  used  when  the  inventory  is  disbursed 
in  warehouse  situations  located  throughout  a  geographic  region  and 
therefore  difficult  to  administer.  To  protect  its  security,  a  lender  will 
assign  a  third  party,  or  warehouse  agent,  to  control  the  financed  inven- 
tory in  a  warehouse  or  segregated  part  of  a  warehouse.  Based  upon 
weekly  agent  reports,  the  lender  will  advance  money  on  the  inven- 
tory levels  as  stated.  Warehouse  lending  is  usually  committed  on  an 
annual  renewable  basis. 

(6)  Bridge  Loans  —  The  term  Bridge  loan  as  used  here  covers  various 
types  of  short  term  financing  which  have  one  element  in  common  — 
the  loan  will  be  repaid  by  financing  on  a  term  basis.  Types  of  loans 
classified  in  this  category  include: 

a.  Construction  Loans,  which  are  repaid  or  "taken  out"  by  trust 
deed  mortgage  loans  upon  completion  of  the  project. 

b.  Organizational  Loans  which  are  to  be  repaid  from  the  sale  of 
stock. 

(7)  Other  Short  Term  Loans  —  The  above  loans  are  specific  of  accounts 
receivable  and  inventory,  and  are  repaid  by  their  liquidation.  Both  the 
loan  ceiling,  collateral  and  repayment  are  usually  tied  to  these  items. 
Working  capital  loans  of  these  type  represent  the  vast  majority  of  term 
financing  provided  to  businesses.  However,  when  such  occasions  arise, 
other  purpose  short  term  loans  may  be  made  and  secured  however 
possible. 


• 


Long  Term  Financing  —  The  primary  characteristics  of  term  financing 
are: 

a.  Purpose  —  financing  the  acquisition  of  long  term  assets  or  contin- 
uing building  of  long  term  assets  or  continuing  building  up  of 
working  capital  requirements. 

b.  Term  —  2  to  30  years. 
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c.  Primary  Source  of  repayment  —  collateralized  assets,  liquidation 
of  other  assets. 

d.  Types  of  Loans  Available 

(1)  Chattel  Mortgage  and  Equipment  Loans  —Chattel  Mortgage  and  equip- 
ment loans  are  used  to  finance  equipment  purchases,  plant  expansion 
and  long  term  working  capital  requirements.  Terms  are  usually  for  two 
to  seven  years,  based  upon  projected  cash  flow  and  the  expected  life 
of  the  machinery  financed.  The  loan  amount  may  be  based  upon  a 
percentage  of  purchase  price,  appraised  auction  value,  or  insured 
value.  Payment  is  usually  made  on  a  quarterly  or  monthly  installment 
basis. 

(2)  Lease  and  Lease  Purchase  contract  —  Lease  and  lease  purchase  con- 
tracts are  usually  sought  when  a  company  cannot  obtain  a  Chattel 
Mortgage  Loan.  In  a  straight  lease  package,  the  lender  maintains  own- 
ership of  the  equipment  and  is  paid  only  for  its  use.  In  a  lease-pur- 
chase contract,  the  user  may  purchase  the  equipment  for  a  small  per- 
centage of  its  original  value  at  the  end  of  the  lease  contract.  The 
primary  difference  between  Chattel  Mortgage  Lending  and  leasing  are 
1)  the  lender  maintains  title  to  the  property  throughout  the  term,  2) 
the  effective  interest  rate  (barring  unusual  tax  considerations)  is  us- 
ually higher  in  leasing,  3)  the  lender  may  be  responsible  for  insurance, 
maintenance  and  taxes. 

(3)  Collateral  Loans  —  Collateral  loans  are  secured  term  loans  for  which 
the  security  is  not  directly  tied  to  the  use  of  the  funds.  Collateral 
loans  are  usually  secured  by  stock,  bonds,  certificates  of  deposit,  etc. 
The  percentage  of  collateral  loaned  and  the  interest  rate  will  depend 
upon  the  quality  of  the  security  and  the  ease  with  which  it  can  be 
liquidated. 

(4)  Real  Estate  Mortgages  —  Real  estate  mortgages  are  used  to  finance  the 
acquisition  of  real  estate,  and  the  construction  of  facilities.  The  loans 
are  secured  by  the  real  property  and  are  usually  made  for  50  to  80% 
of  the  property's  appraised  value.  Terms  vary  between  10  and  30  years 
and  are  usually  repaid  on  an  installment  basis.  Real  estate  loans,  as 
opposed  to  equipment  loans,  axe  based  solely  upon  the  appraised  value 
of  the  property. 

Venture  Capital  Financing  —  The  primary  characteristics  of  venture 
capital  are: 

a.  Purpose  —  provide  equity  base  financing  when  other  forms  of 
financing  are  not  obtainable. 

Term—  Variable 

c.  Primary  Source  of  Repayment  — 

Relinquish  a  portion  of  ownership  and  potential  profits. 
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d.  Secondary  Source  of  Repayment  —  Bankruptcy  and  liquidation 
of  assets. 

e.  Types  of  Loans  Available 

(1)  General  Partnerships  and  Joint  Ventures  —  General  partnerships  and 
joint  ventures  are  a  simple  form  by  which  several  individuals  or  organ- 
izations can  join  together  to  finance  and  operate  a  business.  The  dis- 
advantage of  general  partnerships  and  joint  ventures  is  the  full  liabil- 
ity exposure  of  each  partner.  The  major  advantage  of  partnerships  are 
their  easy  formation  and,  in  some  cases,  tax  advantages  to  one  or 
more  of  the  partners. 

(2)  Limited  Partnerships  —  Limited  partnerships  are  a  form  of  partnership 
in  which  most  of  the  participants  have  limited  liability.  Limited  part- 
nerships usually  have  the  same  tax  advantages  of  partnership  and  are 
used  for  projects  of  limited  duration  such  as  land  development. 

(3)  Private  Stock  Placement  —  A  private  placement  is  exempt  from  the 
the  regulations  of  the  Securities  Act  of  1933  and  can  usually  be  ac- 
complished cheaper,  faster,  and  with  less  effort  than  a  public  offering. 
To  qualify  as  a  private  placement  you  must  meet  the  following  con- 
ditions : 

•  There  must  be  no  more  than  35  purchasers  of  stock. 

•  The  purchasers  must  be  in  a  position  to  have  experience  and 
knowledge  in  evaluating  the  risk  of  the  investment. 

•  Each   stock   purchaser  must  have  access  to  the  same  kind  of 
information  that  a  registration  statement  would  provide. 

•  There  can  be  no  general  advertising  by  letter,  radio,  notices  and 
magazines  of  the  offering. 

•  The  securities  must  be  offered  and  sold  only  in  negotiated  trans- 
actions between  the  stock  issuer  and  the  purchaser. 

(4)  Intrastate  Registration  —  An  intra-state  offering  may  also  be  exempt 
from  registration  with  the  SEC.  To  qualify  for  an  intrastate  offering 
the  following  conditions  must  be  met: 

•  All  of  the  offerees  must  be  residents  of  one  state  in  which  the  in- 
suring company  is  incorporated. 

•  Eighty  percent  of  the  offeree's  proceeds  must  be  used  in  the  state 
in  which  the  offering  takes  place. 

•  Eighty  percent  of  the  company's  revenues  must  be  derived  from 
activities  in  the  state  where  the  offering  takes  place. 
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Figure  VIII.  5 
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(5)  Regulation  A  Offerings  —  Regulation  "A"  is  a  public  offering  of  stock 
that  is  exempted  from  a  full  scale  SEC  registration  providing  certain 
conditions  are  met.  The  conditions  are  somewhat  complex  and  are 
defined  in  regulation  "A"  of  the  Securities  Act.  Under  regulation 
"A",  up  to  $500,000  of  stock  may  be  sold  in  one  year.  As  a  result  of 
simplified  disclosure  and  processing  procedures  of  a  regulation  "A" 
offering,  underwriters  may  be  unwilling  to  handle  the  offering  and 
you  will  be  in  a  position  of  selling  the  stock  directly. 

(6)  Full  Stock  Registraton  —  Any  offer  to  sell  more  than  $500,000  of 
securities  requires  a  full  registration  with  the  SCC.  Full  federal  S-l 
registrations  are  expensive  and  time  consuming.  They  can  take  as  long 
as  six  months  and  cost  as  much  as  $100,000  to  fully  register  and  pre- 
pare the  offering.  Sucx  an  offering  should  not  be  undertaken  unless 
a  minimum  of  a  million  dollars  of  financing  is  required. 

VIII.3  FINANCING  COMMUNITY  ECONOMIC 

DEVELOPMENT  THROUGH  GRANT  FUNDS 

This  section  provides  general  information  about  sources  which  can  be  ap- 
proached for  Community  Economic  Development  grant  monies.  It  explains 
the  role  that  foundations,  community  trusts,  corporations  and  local,  state  and 
county  governments  can  play.  It  will  help  guide  the  reader's  search  for  financ- 
es. This  section  on  non-capital  market  sources  of  finance  is  designed  to  supple- 
ment Section  III. 2  on  the  Proposal  Process. 

A.   The  "Other  Money  Market" 

Where  besides  conventional  financial  institutions  can  a  CDO  seeking  capital 
for  Community  Economic  Development  go  for  funds?  There  is  another 
money  market  with  which  most  CDOs  are  at  least  slightly  familiar.  It  includes 
independent  foundations,  community  trusts  and  corporations  on  the  private 
side,  and  federal,  state  and  local  government  agencies  on  the  public  side. 

Why  are  there  non-capital  market  funding  sources?  Independent  foundations 
have  been  created  by  well-meaning  individuals  who  have  been  financially  suc- 
cessful and  seek  to  help  others.  Their  reward  is  both  good  feeling  and  a  tax 
write-off.  Community  trusts  are  public  charities  that  are  usually  created  by 
bank  trust  departments  when  many  wealthy  donors  want  to  contribute  to  the 
overall  enrichment  of  a  particular  community.  Corporate  giving  is  a  result  of 
company  goodwill,  public  and  government  pressure  for  corporate  social 
responsibility,  and  tax  write-offs. 

Public  agency  grant  programs  started  in  the  early  1900s  and  exist  because 
government  at  all  levels  saw  needs  for  human  services  and  economic  de- 
velopment which  were  not  being  met  by  the  capital  market  system. 

While  most  CDOs  have  had  at  least  some  experience  with  local,  state  or  fed- 
eral grants,  contracts  and  loans,  few  have  successfully  tapped  the  resources  of 
private  investor/donors  to  undertake  community  economic  development.  This 
section    offers  an  overview  of  existing  funding  sources,  discusses  various  types 
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of  grants  and  lists  further  sources  of  information  about  grants. 

To  provide  some  insight  for  the  task  before  you,  included  is  a  brief  descrip- 
tion of  the  successful  experiences  of  two  CDOs  with  the  "other  money  mar- 
ket". 

1.  ADOPT- A-BUILDING 

Adopt-a- building,  Inc.,  is  a  CDO  specializing  in  housing  rehabilitation  in  a 
deteriorated  area  of  New  York's  lower  east  side.  It  has  greatly  expanded  in 
size  and  impact  since  1970  when  it  began  by  helping  tenants  get  basic  services 
restored  in  their  apartments.  The  only  resources  that  Adopt-a-Building 
had  have  been  housing  and  people.  In  their  first  four  years  their  approach  was 
single-minded;  get  the  heat,  lights  and  water  turned  back  on  and  then,  if  ten- 
ants want  to  make  more  improvements,  assist  them  in  setting  up  a  self-help 
operation.  The  following  budget  figures  illustrate  their  successful  efforts  to  di 
versify  support  and  leverage  capital  from  several  sources: 

1970  1971  1972  1973 

Anonymous  donor  20,000 

40,000  40,000 

35.000 

15,000  20,000 

5,000  3,000 

10,000  15,000 

500  750 

TOTAL  $5,800  $53,500  $70,500  $113,750 

SOURCE:  Adopt- A-Building 

Although  the  impact  area  of  this  CDO  remains  very  small  (43  square  blocks) 
and  its  main  focus  is  still  upgrading  buildings,  Adopt-a-Building's  program 
and  budget  have  expanded  a  great  deal  since  1973.  Their  support  now  in- 
cludes HUD,  CSA,  CETA  and  other  federal,  money  and  funds  from  New  York 
City,  banks  and  private  foundations.  They  are  also  undertaking  profit  making 
ventures  to  render  parts  of  their  operations  financially  self-sufficient. 

2.  TELACU 

TELACU  (The  East  Los  Angeles  Community  Union)  has  grown  from  a  small 
CDO  to  an  over  $10  million  per  year  operation  since  1968.  Developing  an  in- 
dustrial park  in  the  community  has  been  a  priority  project  for  several  years. 
Now,  a  47-acre  industrial  park  is  under  construction,  using  a  combination  of 
funds  from  EDA,  CSA,  several  local  banks  and  the  Ford  Foundation. 

For  TELACU  (and  most  other  CDOs)  insufficient  or  incomplete  information 
about  the  community  made  it  difficult  to  determine  priorities  and  to  plan 
effectively.  Therefore  in  1975  TELACU  applied  for  and  received  $260,000  in 


VIII. 20 


Astor  Foundation 

10,000 

Chase  Manhattan  Bank 

Other  Banks 

10,000 

Churches 

3,000 

3,000 

Other  Foundations 

2,500 

10,000 

Small  private 

contributions 

300 

500 

revenue  sharing  funds  through  Los  Angeles  County  to  do  an  area  econom- 
ic and  social  assessment,  which  has  proved  a  valuable  planning  resource. 
CETA  funds  are  being  used  in  a  number  of  successful  training  programs.  HEW 
is  financing  a  Health  Needs  Assessment,  while  the  county  helps  support  the 
local  Dial-a-Ride  Project.  TELACU  also  has  several  for-profit  subsidiaries  that 
help  support  some  of  their  social  service  projects. 


One  thing  that  both  Adopt-a-Building  and  TELACU  did  was  to  start  small  and 
establish  a  record  of  successes.  A  good  track  record  is  important  no  matter 
what  financing  sources  you  approach.  Another  common  feature  of  the  two 
CDOs  is  their  ability  to  leverage  funds.  That  is,  to  use  a  grant  or  loan  from  one 
source  as  a  basis  to  convince  other  sources  that  the  CDO  project  is  worthy  of 
additional  funds.  This  creative  accumulation  of  financial  resources  to  under- 
take a  large  project  has  long  been  a  technique  used  in  the  capital  market. 
Those  CDOs  working  in  community  economic  development  are  finding  that 
the  abilities  needed  to  leverage  or  otherwise  obtain  funds  from  the  capital  and 
non-capital  markets  and  to  successfully  handle  a  profit-making  venture  are 
quite  different  from  those  needed  to  run  a  mental  health  or  other  social 
service  program. 

B.    A  Discussion  of  Private  Philanthropic  Entities  -  Independent  Foundations, 
Community  Foundations  and  Corporations 

1.  INDEPENDENT  FOUNDATIONS 

Foundations  are  a  mysterious  group  of  philanthropic  entities  that  few  people 
seem  to  understand.  One  reason  for  this  is  that  foundations  vary  so  greatly 
from  one  to  another;  some  have  staff  (15  —  20%)  ,  most  have  none;  some  have 
millions  of  dollars,  others  have  only  a  few  thousand;  some  give  only  within 
their  communities,  others  give  worldwide;  some  give  out  complete  informa- 
tion, others  give  out  absolutely  no  information;  some  correspond  with  the 
Foundation  Center  (your  main  source  of  data  about  foundations),  and  many 
do  not;  some  will  fund  a  variety  of  projects,  and  others  will  only  fund  a 
specific  type  of  endeavor. 

The  lack  of  information  about  foundations  is  being  gradually  redressed  by  the 
efforts  of  organizations  like  the  Foundation  Center,  the  Grantsmanship  Cen- 
ter and  others  which  are  trying  to  gather  and  centralize  information  for  grant 
seekers.  There  are  approximately  30,000  independent  foundations  which 
range  in  size  from  the  very  large  (e.g.  Ford,  Rockefeller,  Carnegie,  Kellogg, 
Sloan,  Robert  Wood  Johnson,  etc.)  to  the  very  small  (those  named  after  a 
single  donor  which  have  assets  of  only  a  few  thousand  dollars).  The  larger 
foundations  have  professional  staffs  while  many  of  the  smaller  ones  are  not 
even  set  up  to  answer  a  letter.  Some  foundations  have  a  wide  variety  of  inter- 
ests, but  many  foundation  boards  of  trustees  have  decided  on  a  specific  activ- 
ity or  issue  which  is  the  sole  focus  of  all  grant  monies. 

Since  researching  foundations  takes  a  considerable  amount  of  time  and  ef  - 
fort,   many  CDOs  do  not  feel  they  have  the  resources  to  expend  on  what 
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seems  a  "shot  in  the  dark".  But,  much  of  the  guess  work  has  been  removed  by 
the    Foundation    Center   which   publishes   both   the   Foundation   Directory 

(Edition  6,  1977)  and  the  Foundation  Grants  Index.  Using  these  volumes,  a 
grant  seeker  can  determine  which  foundations  might  give  in  his  geographic 
area  to  his  type  of  project  or  organization,  how  much  money  they  have  to 
give,  who  they  have  funded  in  the  past,  and  who  is  on  their  Board  of  Direc- 
tors. It  has  taken  the  Foundation  Center  a  decade  to  develop  comprehensive 
information  about  some  foundations  and  many  foundations  still  refuse  to 
answer  the  center's  queries  for  data. 


Besides  the  directory  and  the  Grants  Index,  which  come  out  bi-monthly  and 
list  the  foundation  grants,  the  main  source  of  data  about  foundation's  are 
990-AR  forms.  These  government  forms  describe  the  foundation's  financial 
situation  and  list  grants  made  in  a  year-long  period.  This  information  is  most 
readily  available  from  the  Foundation  Center's  national  libraries  in  Washing- 
ton, D.C.,  and  New  York  City,  and  from  the  regional  collections  being  es- 
tablished at  libraries  nationwide.  For  further  information  contact  the  Founda- 
tion Center,  888  Seventh  Ave.,  New  York.,  N.Y.  10019,  or  obtain  the  articles 
on  researching  foundations  from  the  Grantsmanship  Center,  1015  West 
Olympic  Blvd.,  Los  Angeles,  Ca.  90015. 

The  following  are  specific  questions  that  you  need  to  ask  when  researching 
independent  foundations : 

•  Are  you  located  within  the  geographic  area  Foundation  X  supports? 

•  Does  your  program  fit  securely  within  their  priorities  and  interests? 

•  Is  yours  the  right  type  of  organization? 

•  Is  the  population  you  propose  to  serve  with  your  program  a  popula- 
tion they  care  about  (i.e.,  youth,  low-income,  or  native  American?) 

2.   COMMUNITY  FOUNDATIONS  OR  TRUSTS 

Community  foundations  are  easier  to  understand  and  work  with  than  the 
typical  independent  foundation  because  community  foundations  have  staffs 
and  defined  areas  of  interest.  The  number  of  these  "charitable  organizations" 
501(C)3  has  grown  from  102  in  1960  ($125  million  in  assets)  to  approximat- 
ely 280  ($1.5  billion  in  assets)  in  1975.  However,  most  community  trusts 
only  support  projects  within  their  community  boundaries.  The  funds  are  do- 
nated by  many  different  community  residents  (in  wills,  trusts,  etc.)  and  are 
often  handled  by  a  single  or  multiple-bank  trust.  The  board,  which  handles 
the  distribution  of  these  monies,  must  be  representative  of  the  community. 
So,  unlike  independent  foundations  which  often  have  very  specific  project 
interests,  the  community  trust  can  support  a  wide  variety  of  local  under- 
takings. The  Grantsmanship  article  on  community  trusts  provides  further 
guidance  on  this  subject. 
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3.  CORPORATION  OR  COMPANY  FOUNDATIONS 
AND  CORPORATE  GIVING 

Along  with  independent  and  community  foundations  there  is  a  third  type, 
the  company  foundation.  Company  foundations  are  organized  as  a  means  to 
give  out  money  for  good  causes  (usually  local  ones  like  Community  Chest, 
United  Way,  or  employee  family  benefits).  Some  companies  have  specific  staff 
responsible  for  company  or  corporate  giving  programs.  Many  companies, 
however,  do  not  choose  to  establish  separate  foundations,  so  their  corpor- 
ate giving  program  is  handled  from  within  the  regular  corporation  manage- 
ment structure.  Because  of  unfavorable  tax  laws  there  has  been  a  decrease 
in  the  number  of  company  foundations  in  the  last  years,  but  an  increase  in 
the  dollar  amounts  of  corporate  gifts  (to  approximately  $1.1  billion  in 
1975).  This  discussion  does  not  differentiate  between  company  foundation 
grants  and  corporate  giving.  For  the  CDO  trying  to  get  a  project  financed 
with  corporation  dollars,  the  main  problem  (just  as  with  the  foundations) 
is  to  find  out  who  to  approach  and  how.  Some  foundations  and  corpora- 
tions seem  to  share  the  fear  that  if  they  let  money  seekers  know  they  exist, 
they  will  be  deluged  with  requests  for  funds.  The  experience  of  several 
corporations  shows,  however,  that  if  they  give  out  guidelines  about  the  types 
of  projects  they  want  to  finance,  grantseekers  will  respond  by  making  appro- 
priate requests.  But,  because  the  "art"  of  corporate  philanthropy  is  still 
new  there  is  almost  no  consistency  among  and  little  consolidated  -  informa- 
tion about  corporate  giving  programs. 

This  background  is  not  meant  to  deter  or  frustrate  you  in  your  efforts,  but 
to  offer  some  perspective  on  asking  for  dollars  from  corporations  or  com- 
pany foundations.  Corporations  are  an  under  utilized  economic  develop- 
ment resource.  Besides  giving  away  grant  monies,  a  corporation  may  release 
staff  to  help  a  CDO  with  a  project,  give  it  materials  from  inventory,  let  it 
use  meeting  rooms,  or  help  it  with  printing. 

a.  Program-Related  Investments 

There  is  a  slowly  growing  movement  among  foundations  and  corpora- 
tions toward  a  new  way  of  supporting  CDO  projects.  The  Program  Re- 
lated Investments  (PRI)  contains  features  of  the  capital  market  and  the 
"other  money  market."  A  PRI  is  a  loan  or  purchase  that  might  be  fi- 
nancially high  risk,  but  which  conforms  to  the  philanthropic  priorities  of 
the  corporation  or  foundation.  In  the  case  of  a  CDO,  if  the  loan  is  paid 
back  on  time  and  the  project  successful,  then  the  sponsor  has  made  an 
investment.  If  the  CDO  project  fails,  the  money  is  considered  a  grant. 
The  PRI  is  new  enough  that  you  may  have  to  explain  the  idea  to  your 
potential  sponsors.  The  Ford  Foundation,  the  Equitable  Life  Insurance 
Society  in  New  York  and  a  small  group  of  other  corporations  and  in- 
surance companies  are  on  the  forefront  of  this  movement. 

b.  An  Illustrative  Listing  of  Other  Possible  sources  of  funds. 

•     Opportunity  Funding  Corporation 
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•  Cooperative  Assistance  Fund 

•  Rural  Advancement  Fund  for  the  National  Sharecroppers  Fund,  Inc. 

•  Southern  Cooperative  Development  Fund 

•  Ghetto  Loan  and  Investment  Committee  of  Episcopal  Church 

•  Campaign  for  Human  Development 

•  Community  Development  Foundation 

•  MESBICs,  LDCs,  LEDCs,  etc.  (Appendix  B) 

C.    A  Discussion  of  Public  Programs— Federal,  State  and  Local— which  support 
Community  Economic  Development 

In  the  past  decade  there  has  been  a  shift  among  government  agencies  from  the 
provision  of  grant  monies  to  the  development  of  contracts  under  which  the 
contractee  agrees  to  provide  certain  services.  The  shift  follows  the  need  for 
accountability  at  all  levels.  No  longer  is  the  system  as  loose  as  it  was  under  the 
Great  Society  programs  of  the  1960's  when  grants  flowed  freely  for  general 
support  of  organizations.  Now  contracts  are  written  to  specify  exactly  what  is 
expected  and  what  must  be  accomplished  by  a  CDO  in  a  given  time  period. 
This  makes  the  need  for  planning  and  for  careful  program  development  very 
strong.  The  CDO's  reputation  and  future  financing  are  always  on  the  line. 

1.     FEDERAL  PROGRAMS 

As  any  CDO  comes  to  realize  very  early,  understanding  the  internal  organiza- 
tion of  federal  agencies  concerned  with  community  economic  development 
is  very  important,  yet  extremely  difficult.  Frequently,  the  people  you  learn  to 
count  on  for  information  are  either  promoted  or  shifted  to  a  different  de- 
partment, and  you  are  left  trying  to  deal  with  a  new  bureaucracy.  In  this 
section  there  is  no  attempt  to  list  programs,  funding  levels  and  staff  names 
because  these  things  change  so  quickly.  Rather,  discussion  focuses  on  the 
types  of  community  economic  development  projects  a  CDO  might  want  to 
undertake,  and  mentions  those  federal  departments  that  might  be  helpful. 
Appendix  B  lists  federal  programs  that  can  be  utilized  for  community  eco- 
nomic development. 

a.   Loans  for  Business  Development,  Housing  Rehabilitation,  and 
Industrial  Development 

Because  of  the  high  interest  and  low  risk  requirements  for  loans  from  the 
capital  market,  the  federal  government  has  established  several  low  interest, 
high  risk  loan  programs  for  small  businesses.  The  small  business  administra- 
tion (SBA)  is  the  main  source  of  these  loans  though  other  federal  agencies 
such  as  the  Economic  Development  Administration  provide  loans,  or  loan 
guarantees,  both  for  established  and  new  businesses.  There  is  a  broad  range  of 
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loan  types  (e.g.  Economic  Opportunity  Loans,  Physical  Disaster  Loans,  and 
Displaced  Business  Loans)  which  are  explained  well  in  the  book,  Sources  of 
Capital  for  Community  Development. 

A  CDO  might  also  seek  financing  from  an  SBA-licensed  organization,  a  Small 
Business  Investment  Company  (SBIC),  a  Minority  Enterprise  Small  Business 
Investment  Company  (MESBIC),  or  a  Local  Development  Company  (LDC).  In 
certain  situations,  the  CDO  might  be  eligible  to  become  one  of  these  three 
types  of  financing  organizations  and  could  then  further  encourage  economic 
development  within  the  community.  The  Department  of  Housing  and  Urban 
Development  (HUD),  the  Economic  Development  Administration  (EDA), 
the  Bureau  of  Indian  Affairs,  the  Farmers  Home  Administration  (FMHA)  and 
others  also  have  loan  programs  that  an  eligible  urban  or  rural  CDO  might  be 
able  to  utilize. 


b.    Funds  for  Planning 

Planning  is  an  extremely  important,  but  often  neglected,  element  of  the  work 
of  a  CDO.  A  good  plan  is  the  organizing  force  behind  all  CDO  activities  within 
a  community. 

This  entire  Handbook  is  designed  to  help  a  CDO  plan  for  community  econ- 
mic  development.  However,  obtaining  planning  money  from  the  federal 
government  is  not  an  easy  task.  Even  though  an  Overall  Economic  De- 
velopment Program  (OEDP)  is  usually  required  before  obtaining  project 
implementation  funds,  there  is  often  little  or  no  federal  money  available 
for  planning.  Still,  the  private  sources  previously  discussed,  as  well  as 
public  state  and  local  agencies,  may  well  be  the  best  sources  of  planning 
monies.  The  following  federal  agencies  have  allocated  some  funds  that 
can  be  granted  directly  to  CDOs  for  planning  activities,  technical  assistance, 
or  administration:  EDA,  OMBE,  HEW,  DOL  (through  CETA),  VSTS,  and 
the  Department  of  Agriculture/(DOA).  A  CDO  might  be  able  to  obtain 
these  funds  indirectly  through  CAP  agencies,  a  CDC  (both  funded  by  CSA), 
or  from  HUD  via  the  UDAG  program.  These  services  are  discussed  further 
in  the  local  government  section. 


c.    Funds  for  Project  Implementation  and  a  Description  of  the  Catalog  of 
Federal  Domestic  Assistance 

In  addition  to  the  sources  of  loans,  and  foundation  grants  for  project  imple- 
mentation already  discussed,  the  CDO  has  a  wide  variety  of  federal  agencies 
it  can  approach  for  project  support.  For  those  projects  that  relate  to  econ- 
omic development  per  se  (housing,  industrial  development,  business  and  com- 
mercial development,  manpower  training,  etc.)  EDA,  CSA,  HUD,  OMBE, 
VSTS,  and  DOL  (CETA)  are  the  main  funding  sources.  However,  since  com- 
munity development  covers  an  extremely  broad  range  of  possible  projects 
(health,  daycare,  mental  health,  crime  prevention,  tourism,  etc.)  it  is  worth 
discussing  the  main  source  of  information  about  all  federal  monies— The 
Catalog  of  Federal  Domestic  Assistance. 
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The  Catalog  of  Federal  Domestic  Assistance  is  an  imposing  volume  prepared 
yearly  by  OMB  (the  Office  of  Management  and  Budget)  and  available  from 
the  Government  Printing  Office  in  Washington  for  about  $20.00.  It  is  advis- 
able for  a  member  of  the  CDO  staff  to  buy  the  catalog  and  study  it  (sleep 
with  it  and  eat  with  it!)  The  Catalog  brims  with  possibilities  and  can  be  the 
best  friend  a  CDO  ever  had.  While  the  newer  editions  provide  a  good  des- 
cription of  How  to  Use  the  Catalog,  a  short  course  is  provided  here  so  you  can 
begin  to  consider  its  many  facets. 

First,  The  Catalog  has  eight  indices  to  help  you  determine  which  agencies  and 
which  programs  might  best  fit  your  needs. 


o 


o 


The  Agency  Program  Index  classifies  programs  by  administering  agen- 
cy and  gives  the  program  number. 

The  Functional  Index  divides  programs  into  categories  like— Commun- 
ity Development,  and  Housing,  etc.,  and  then  subdivides  these  into 
sub-categories. 

The  four  applicant  eligibility  indices  discuss  those  federal  programs 
from  which  state  government,  local  governments,  individual  and  non- 
profit organizations  can  receive  direct  assistance.  The  last  index  is 
probably  the  most  interesting  for  a  CDO,  but  bear  in  mind  that  you 
may  be  able  to  get  funds  chanelled  through  other  government  agen-  p 

cies. 

The  Subject  Index  provides  a  detailed  listing  of  specific  types  of  assis- 
tance by  topics,  services,  beneficiaries,  etc.  This  index  can  be  a  great 
source  of  information. 

The  Popular  Name  Index  lists  programs  by  the  name  most  often  used 
in  reference  to  the  programs. 


It  is  best  to  use  several  indices  and  to  become  very  familiar  with  the  Catalog 
and  the  programs  most  relevant  to  your  CDO's  activities.  You  might  put  to- 
gether a  mini-catalog  that  describes  only  those  programs  the  CDO  might 
decide  to  pursue.  This  makes  future  catalog  reading  a  less  formidable  task. 
Further,  seeking  support  for  a  specific  project,  you  can  use  your  preapplica- 
tion  write-up  (Chapter  III)  to  help  determing  the  most  appropriate  sources. 
While  Appendix  B  will  help  you  begin,  explore  other  possibilities  through 
the  catalog  as  well. 

The  Program  Descriptions  provide  a  great  deal  of  detailed  information,  in- 
cluding: 

•  The  authorization  for  the  program  (legislative  basis) 

•  The  objectives 

•  Types  of  assistance 
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•  Applicant  eligibility  requirements 

•  The  application  and  award  process  (deadlines,  etc.) 

•  Assistance  considerations  (matching  requirements,  i.e.  90%  Federal, 
10%  CDO) 

®  Financial  information  about  the  agency 

•  Program  accomplishments 

•  Regulations  and  guidelines  (the  federal  register  number) 

•  Information  contacts 

•  Related  programs 

The  CDO  that  comes  to  know  and  understand  the  Catalog  will  find  it  an 
invaluable  tool  for  seeking  out  funds  for  almost  any  undertaking.  However, 
you  should  always  check  with  the  appropriate  agency  to  make  sure  that  the 
information  is  up  to  date  and  accurate.  It  is  also  essential  that  you  be  aware 
of  most  current  data  about  each  program.  Such  data  can  be  found  in  the 
Federal  Register  or  Code  of  Federal  Regulations,  available  from  the  Super- 
intendent of  Documents. 

A  majority  of  federal  money  is  distributed  to  units  of  government  according 
to  formulas.  Only  a  small  portion  goes  to  finance  projects  per  se .  A  CDO 
needs  to  be  aware  of  the  formula  money-flow  in  order  to  determine  which 
programs  are  funded  this  way  and  how  many  dollars  will  be  coming  to  its  re- 
gion and  state  or  local  government  offices.  The  CDO  may  well  be  eligible  to 
undertake  projects  financed  by  these  formula  grants. 

One  final  point  about  getting  money  from  federal  agencies  is  the  distinction 
between  grants  and  contracts.  A  grant  is  assistance  given  to  accomplish  a  pur- 
pose for  the  public  good,  while  a  contract  is  let  to  purchase  services  which 
benefit  the  government.  Grants  do  not  always  have  well-defined  goals  and 
objectives,  while  a  contract  requires  a  apecific  product.  The  work  timetable 
under  a  contract  is  more  rigorous  and  complete  than  under  a  grant,  and  a 
grant  is  generally  monitored  less  than  a  contract.  Finally,  the  selection  of 
grantees  and  contractors  may  differ.  Grants  may  be  given  according  to  an 
agency's  discretion  or  a  formula  funding  allocation.  Contracts,  however,  are 
released  only  after  a  detailed  award  process  is  completed  wherein  the  govern- 
ment selects  the  contractor  who  provides  the  most  advantageous  price  and 
product. 

2.   STATE  PROGRAMS 

Because  there  is  such  variety  among  programs  from  state  to  state,  it  is  not 
possible  to  be  specific  here.  This  section  mentions  general  possible  sources. 
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a.  Loans 

To  support  business  and  industrial  development,  most  states  have  a  State 
Development  Company  or  a  State  Industrial  Development  Authority.  These 
usually  provide  a  more  favorable  interest  rate  than  conventional  lending 
institutions,  and  may  be  supported  by  a  variety  of  tax  incentives  from  state 
government. 

Some  states  also  have  Housing  Authorities  that  provide  long  term,  low- 
interest  loans  for  housing  purchase  and  rehabilitation  in  "high-risk"  neigh- 
borhoods. 

b.  Funds  for  Planning 

A  CDO  may  find  itself  eligible  for  planning  monies  which  come  through  state 
government  via  formula  grants  from  the  federal  level.  Technical  assistance  on 
certain  projects  may  also  be  available  from  state  economic  development 
offices. 

c.  Funds  for  Project  Implementation 

Here  again,  the  CDO  should  become  aware  of  project  money  the  state  may 
have  available  either  from  federal  formula  grants  or  from  the  state  budget. 
Often  such  funds  can  only  be  obtained  by  the  CDO  after  the  funds  have  been 
allocated  to  the  local  level. 

d.  Local  Programs  (city,  county,  township,  etc.) 

There  has  been  a  shift  from  the  1960s  when  a  CDO  obtained  primary  funding 
directly  from  a  federal  agency.  In  the  1970s,  most  money  filters  from  the  fed- 
eral to  the  local  level  based  on  legislated  formulas  as  in  revenue  sharing, 
CETA,  Urban  Development  Action  Grants  (UDAG)  and  community  block 
grants.  These  sources,  in  addition  to  other  locally  collected  and  distributed 
funds,  can  be  extremely  important  for  a  CDO's  operation. 

1)  Loans 

Local  Development  Corporations,  Community  Development  Corpor- 
ations, SBICs,  MESBICs,  Business  Development  Organizations,  SBA 
offices  and  probably  others  exist  in  many  communities  for  the  pur- 
pose of  loaning  money  and  affecting  community  economic  develop- 
ment. 

2)  Funds  for  Planning 

One  of  the  first  steps  in  CDO  planning  is  to  determine  what  infor- 
mation has  already  been  collected  about  the  community,  and  to  study 
current  planning  documents.  To  do  this,  the  CDO  must  establish  a 
relationship  with  the  local  planning  agency.  This  promotes  the  ex- 
change of  ideas  and  information  and  sometimes  results  in  the  provi- 
sion of  technical  assistance  or  planning  funds  to  the  CDO.  Actual  plan- 
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ning  money  may  also  be  available  through  the  previously  mentioned 
formula  grants.  For  instance,  revenue  sharing  has  allowed  many  com- 
munities to  undertake  the  development  of  detailed  plans  for  the  first 
time.  The  CDO  needs  to  determine  what  public  and  private  sources 
within  their  community  might  be  willing  to  support  planning  activi- 
ties. Then  the  CDO  must  write  the  appropriate  proposals. 

3)  Funds  for  Project  Implementation 

Like  funds  for  planning,  implementation  monies  can  be  obtained  by 
applying  to  local  government  for  a  share  of  formula  grant  funds. 
UDAG  (Urban  Development  Action  Grants-HUD),  Community  Plan- 
ning and  Development  funds  (HUD),  CETA  dollars  on  employees 
(DOL),  CAP  or  CDC  dollars  (CSA),  and  general  revenue  sharing 
monies  for  other  types  of  projects,  can  all  be  obtained  by  the  CDO 
that  has  a  plan  and  is  constantly  updating  its  information  about  avail- 
able financing.  Local  governments  (county,  township,  city)  may  also 
have  program  money  for  which  a  CDO  is  eligible. 

D.  Sources  of  Further  Information 

The  material  here  provides  only  a  fraction  of  the  information  you  need  to 
begin  the  expansion  and  diversification  of  your  CDO  financing  base.  Several 
publications,  seminars,  and  organizations  have  been  mentioned  here  and  in 
Section  II. 2  to  help  you  lay  out  the  specific  path  you  want  to  follow. 

1.  LIBRARIES 

Libraries  are  great  resources  for  reference  volumes  and  periodicals.  The 
Foundation  Center  is  establishing  collections  that  are  specifically  grant-related 
in  libraries  all  over  the  country.  Things  to  look  for  in  these  and  other  libraries 
are:  The  Catalog  of  Federal  Domestic  Assistance,  The  Foundation  Directory, 
The  Annual  Register  of  Grant  Support,  How  to  Get  Money  for:  Conservation 
and  Community  Development  (Human  Resources  Network),  Sources  of 
Capital  for  Economic  Development,  individual  directories  to  state  founda- 
tions, The  Foundation  Grants  Index,  Foundation  Annual  Reports  on  micro- 
film, Source  Book  Profiles,  The  Foundation  Center  National  Data  Book,  and 
The  Congressional  Directory. 

There  are  numerous  helpful  periodicals:  The  Grantsmanship  Center  NEWS  (a 
bi-monthly  publication  available  on  a  subscription  basis),  The  Foundation 
News,  the  Economic  Opportunity  Report,  the  Federal  Programs  Monitor, 
Newsbriefs,  the  Commerce  Business  Daily,  the  Foundation  Center  Informa- 
tion Quarterly,  and  others  which  provide  up  to  date  information  and  can  be 
very  useful.  The  Washington  Post  and  the  New  York  Times  keep  close  tract  of 
congressional  and  national  issues,  and  have  special  sections  which  give  infor- 
mation on  the  current  status  of  bills  in  Congress. 

There  are  information  services  to  which  you  can  subscribe,  usually  for  a  sub- 
stantial amount  of  money.  These  services  attempt  to  aggregate  all  the  latest 
funding  information  for  a  specific  field  or  topic.  Some  are  better  than  others, 
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but  it  is  advisable  to  either  find  a  library  that  subscribes  to  the  one  you  want 
or  read  several  issues  before  you  subscribe  yourself. 

2.  INSTITUTIONAL  GRANTS  OFFICES 

Most  universities  and  some  non-profit  organizations  have  established  special 
offices  or  small  libraries  designed  to  help  the  grant-seeker.  Contact  your  local 
college  and  see  if  there  is  anyone  there  who  can  help  guide  your  search  for 
finances.  This  should  be  one  of  your  first  stops,  especially  if  you  are  affili- 
ated with  such  an  office. 

3.  WORKSHOPS  AND  SEMINARS 

The  Grantsmanship  Center  Training  Program,  held  in  cities  throughout  the 
country,  can  be  very  useful  to  the  CDO.  The  intensive,  week-long  program  is 
concerned  with  teaching  program  planning  and  the  translation  of  plans  into 
proposals  for  funding;  developing  an  understanding  of  various  systems  of 
federal  funding  and  identifying  sources  of  government  support;  and  provid- 
ing a  similar,  systematic  approach  to  obtaining  foundation  and  corporate 
support.  During  the  week,  the  staff  and  other  students  can  help  you  "po- 
lish" a  specific  proposal  to  a  high  shine.   Contact: 

The  Grantsmanship  Center 

1015  West  Olympic  Boulevard 

Los  Angeles,  California  90015 

(213)485-9094 

The  National  Graduate  University  also  sponsors  seminars  in  Washington  D.C. 
and  several  other  cities  on  federal  grants  and  foundation  monies.  Their  pro- 
gram is  well-established  and  some  of  their  seminars  are  designed  for  non-profit 
agencies.  Contact: 

National  Graduate  University 

3408  Wisconsin  Avenue,  N.W. 

Washington,  D.C.   20016 

(202)  527-4800 

Check  your  local  university  for  workshops  on  short  courses  dealing  with  as- 
pects of  grantmanship  and  grant-getting.  Another  type  of  workshop  to  look 
for  is  one  sponsored  by  the  federal  or  state  agency  to  which  you  are  applying 
for  support.  Increasingly,  agencies  are  holding  seminars  for  those  applying  to 
them  for  funds.  These  agencies  find  that  the  more  input  they  give  to  CDOs 
working  on  proposal  development,  the  better  the  applications  and  ultimately 
the  projects  funded. 

4.  WORD-OF-MOUTH  AND  OTHER  CDOs 

Another  CDO  or  someone  working  on  a  similar  project  can  be  the  best  or  the 
worst  source  of  information  about  community  economic  development  fi- 
nancing. Because  of  the  stiff  competition  among  grant  seekers,  there  is  some- 
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times  an  unwillingness  to  share  knowledge  such  as  the  names  of  cooperative 
people  in  foundations  or  public  agencies,  good  publications,  new  information 
from  Washington,  etc.  However,  if  you  do  have  a  positive  relationship  with  a 
knowledgeable  person  or  CDO  staffer  you  can  get  invaluable  guidance  and  de- 
tailed counsel. 

HUD  has  developed  a  new  program  in  the  Office  on  Neighborhoods  that  is 
designed  to  set  up  helping  relationships  and  information  exchanges  be- 
tween "advanced"  CDOs  and  "evolving"  CDOs.  The  Office  on  Neighbor- 
hoods will  be  making  available  much  useful  information  as  this  program  gets 
underway. 

IF  YOU  WANT  TO  READ  MORE  .  .  . 

From :   The  Grantsmanship  Center  News 
1015  West  Olympic  Boulevard 
Los  Angeles,  CA  90015 
(213)  485-9094 

Reprints  cost  between  $.95  and  $1.25  and  are  well  worth  getting. 

Program  Planning  and  Proposal  Writing 

Researching  Foundations  Part  1 

The  Big  Search  -  Researching  Foundations  Part  II 

Exploring  the  Elusive  World  of  Corporate  Giving 

How  Foundations  Review  and  Make  Proposals 

Community  Foundations 

The  Catalog  of  Federal  Domestic  Assistance 

City  Hall;  An  Important  Resource  for  Your  Organization 

How  to  Affect  Legislation  Before  It  Affects  You 

Basic  Grantsmanship  Library 

Sources  of  Finance  for  Community  Economic  Development 

Virginia  P.  White,    Grants:    How  To  Find   Out  About  Them  and  What  to  do 
Next,  Plenum  Press,  1975. 

The  following  provides  a  brief  list  of  references  concerning  private  capital 
sources  in  the  United  States.   Probably  the  best  single  reference  is: 

Center  for  Community  Economic  Development,  Sources  of  Capital 
for  Community  Economic  Development,    Cambridge,  Mass.,   1976. 

Other  references  include : 

Weston,  F.J.,  and  Brigham,  E.F.  Managerial  Finance.  3rd  e.  Holt,  Rinehart 
and  Winston,  New  York,  1969.  Pages  523-547. 

Hanson,  W.C.  Capital  Sources  and  Major  Investing  Institutions,   Simmons- 

Boardman,  New  York,  1965.  Pages  4-12  g 
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Diener,  R.  How  to  Finance  a  Growing  Business,  Frederick  Fell  Publishers, 
New  York,  1974.  Pages  156-157. 

Price,  William  G.F.  Borrowing  Money  from  Your  Bank,  Management  Aids 
for  Small  Business  No.  2.  SBA,  Washington,  D.C.  1958.  Pages  75-81. 

Small  Business  Administration,  Financial  Assistance  Staff.  The  ABCs  of 
Borrowing,  Management  Aids  for  Small  Manufacturers  No.  170. 
SBA,  Washington,  D.C,  1971. 

Kelley,  P.C.,  Lawyer,  K.,  and  Baumback.  How  to  Organize  and  Operate  a 
Small  Business,  4th  ed.  Prentice-Hall,  Englewood  Cliffs,  N.J.,  1968. 
Pages  188-189. 

Donaldson,  G.,  Williams,  CM.,  and  Hunt,  P.  Basic  Business  Finance.  Richard 
D.  Irwin,  Homewood,  111.,  1961.  Page  239. 

Ziedman,  P.F.,  and  Enberg,  H.W.  Financing  Corporate  Growth,  Publication 
B2-0248.    Practicing  Law  Institute,  New  York,  1971.  Pages  374-376. 

Small  Business  Administration.  Financing-Short  and  Long  Term  Needs,  SBA 
Administrative  Management  Course  Program  Topic  5.  SBA,  Washing- 
ton, D.C.  1965. 

The  Cooperative  Farm  Credit  System-Its  Functions,  Organization,  and  Devel- 
opment, Farm  Credit  Administration,  Information  Division,  Washing- 
ton, D.C.  1973. 

Banks  for  Cooperatives-How  They  Operate.  Farm  Credit  Administration, 
Information  Division,  Washington,  D.C,  1973. 

Federal  Land  Banks-How  They  Operate,  Farm  Credit  Administration,  Infor- 
mation Division,  Washington,  D.C.  1973. 

Swackhamer,  Gene  L.  Financing  Modern  Agriculture,  Research  Department, 
Federal  Reserve  Bank  of  Kansas  City,  1968. 

Nelson,  Aaron  G.,  and  Murray,  W.G.  Agricultural  Finance,  Iowa  State  Uni- 
versity Press,  Ames,  Iowa,  1967.   Pages  1-15. 
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CHAPTER  IX 

SOCIO-ECONOMIC  ASSESSMENT 


CHAPTER  SUMMARY 

This  Chapter  will  help  the  CDO  to  select  and  use  social  and  economic  inform- 
ation most  relevant  to  the  activities  outlined  in  the  Development  Process  in 
Part  II.  If  the  CDO's  economic  development  efforts  are  to  respond  to  the 
needs  of  the  community  and  reflect  actual  social  and  economic  conditions, 
decisionmaking  throughout  the  Development  Process  must  rely  on  informa- 
tion in  the  form  of  a  community  socio-economic  profile.  The  community, 
defined  as  people  in  a  specified  geographic  space,  is  separated  into  three 
sectors:  household,  business,  government.  The  interaction  of  these  sectors 
(i.e.,  people  and  institutions  within  them)  with  each  other  and  with  the  world 
outside  the  community,  constitutes  socio-economic  activity.  This  chapter 
discusses  the  relevant  data  required  for  each  of  these  sectors,  and  defines  their 
interactions.  As  well,  various  examples  are  offered  on  how  to  utilize  the 
relevant  data  at  different  stages  in  the  Development  Process. 


HOW  THE  CHAPTER  IS  USEFUL 


This  chapter  primarily  serves  as  a  guideline  for  preparing  a  community's 
socio-economic  profile.  In  this  context,  it  does  the  following  things: 

•  Suggests  a  format  for  organizing  and  gathering  information  about  your 
community. 

•  Helps  you  clarify  your  information  needs  and  go  after  relevant  data 
only. 

•  Indicates  what  information  is  easily  available  from  secondary  data 
sources,  and  how  to  use  some  of  these  important  sources. 

•  Tells  you  about  what  primary  data  you  can   gather  on  your  own. 

Through  this  socio-economic  profile,  the  chapter  helps  you  identify  and  docu- 
ment your  community  needs  and  resources,  develop  an  investment  strategy, 
select,  plan  and  package  your  projects,  and  finally,  implement  and  evaluate 
your  economic  development  efforts. 
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IX.  1  THE  CDO'S  NEED  FOR  INFORMATION  - 

In  Part  I,  community  socio-economic  activity  was  defined  as  the  interaction 
of  three  economic  sectors:  the  household  sector,  the  business  sector,  and  the 
government  sector.  , 

The  household  sector  is  made  up  of  all  the  people  residing  within  the  estab- 
lished geographical  limits  of  the  community .  Some  of  them  work  and  earn 
income  part  of  which  is  saved  and  the  rest  consumed  in  the  form  of  goods  and 
services.  The  business  sector  is  made  up  of  all  the  commercial,  industrial  and 
service  outlets  located  within  the  community .  These  outlets  employ  people 
and  capital,  consume  certain  goods  and  services  from  other  businesses,  and  in 
turn  provide  certain  other  goods  and  services.  The  government  sector  com- 
prises activities  at  all  levels  of  government  (federal,  state  and  local)  confined 
within  the  community  boundaries.  It  also  employs  people  and  buys  goods  and 
services  from  businesses,  collects  taxes  and  in  exchange  provides  certain  goods 
and  services  for  public  consumption. 

It  is  easily  seen  that  although  the  sectors  are  identified  within  the  established 
physical  boundaries  of  the  community ,  they  also  have  socio-economic  rela- 
tions with  the  world  outside.  Thus  the  household  sector  has  people  working 
outside  the  community,  and  buys  goods  and  services  from  outside,  too.  The 
business  sector  also  employs  non-community  residents,  and  buys  and  sells 
goods  and  services  outside  the  community.  Similarly,  the  government  sector 
may  collect  revenues  from  elsewhere  and  spend  it  in  the  Community  and  vice- 
versa. 

All  the  above  interactions  both  between  each  sector  and  with  the  world  out- 
side constitute  community  socio-economic  activity,  and  may  be  represented 
by  means  of  economic  flows  (demand  and  supply,  exports  and  imports)  in 
real  terms  or  money  terms  (Figure  IX.l).  The  net  of  all  these  flows  makes  up 
the  community  economic  product. 

A  CDO's  efforts  at  economic  development  may  be  construed  as  influencing 
flows  and  interactions.  Thus,  when  a  CDO  starts  a  financial  institution  in  the 
community  it  improves  the  supply  of  capital  available  to  businesses.  If  there  is 
a  demand  for  capital  in  the  business  sector,  new  businesses  would  start  and  in 
turn  improve  the  supply  of  jobs,  goods  and  services  for  the  household  sector 
and  for  other  businesses.  Similarly,  if  a  CDO  should  decide  there  is  a  health 
care  need  in  the  community  (a  demand  for  health  service  by  the  household 
sector)  it  enhances  the  supply  of  health  care  through  the  business  sector 
(private  clinics)  or  the  government  sector  (public  health  clinics  and  hospitals). 

The  purpose  of  community  economic  development,  as  defined  in  Part  I,  is  to 
satisfy  unmet  demands  in  the  community  by  enhancing  appropriate  supplies 
and  as  a  result  increasing  the  community  economic  product.  To  accomplish 
this  in  a  responsive  and  effective  way,  a  CDO  needs  information  about  these 
various  demands  and  supplies  between  the  sectors  and  with  the  outside  world. 
Therein  lies  the  reason  for  a  CDO's  need  for  information  about  its  communi- 
ty's socio-economic  activity. 
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Figure  IX.  I 
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Thus  the  CDO  must  understand  the  characteristics  of  the  physical  space 
defining  its  community,  and  setting  it  apart  as  an  analytical  unit  distinct  from 
the  outside  world.  Within  this  physical  space,  the  CDO  needs  to  know  the 
characteristics  of  the  people  in  the  household  sector.  Then  it  needs  to  know 
about  all  the  different  types  of  businesses  that  together  form  the  business 
sector.  Finally,  it  should  have  knowledge  of  all  the  activities  at  different  levels 
of  government  that  take  place  within  the  community's  boundaries. 

Later  this  chapter  describes  a  framework  which  helps  a  CDO  gather  the  neces- 
sary information  and  put  it  together  in  the  form  of  socio-economic  profile. 
But  first  a  few  words  on  information  and  data. 

A.  Data  and  the  Use  of  Information 

The  selection  of  specific,  social  and  economic  information  necessarily  involves 
two  general  considerations:  1)  the  ways  in  which  information  may  be  used, 
and  2)  the  kinds  of  information  actually  available. 

Four  common  ways  of  using  infomation  can  be  identified  here:  1)  to  de- 
scribe the  state  or  pattern  of  events,  2)  to  probe  the  relationship  of  events  or 
their  systemic  structure,  3)  to  forecast  future  changes,  and  4)  to  formulate 
ways  to  influence  events.  Furthermore,  a  CDO  should  be  able  to  document 
economic  status  in  order  to  convince  others  and  lobby  for  support. 

1.  PRIMARY  AND  SECONDARY  DATA 

The  way  in  which  information  needs  are  initially  defined  determines  much  of 
the  work  that  follows.  Also,  it  largely  determines  how  much  in  the  way  of 
resources  is  required  to  do  the  work.  Simultaneously,  of  course,  the  avail- 
ability of  resources  limits  the  amount  of  information  that  can  be  gathered.  At 
the  outset  then  you  might  turn  to  two  kinds  of  data:  primary  and  secondary. 

Primary  data  are  first  hand  information  gathered  from  original  sources,  such 
as  interviews,  surveys,  or  directly  observing  the  phenomenon  being  studied. 
Secondary  data  are  gathered  by  someone  else  and  often  are  all  you  will  need 
Thus,  data  collected  by  the  United  States  Bureau  of  the  Census,  published  and 
stored  in  the  library,  become  a  secondary  source  for  everyone's  use.  Most  of 
the  information  needed  by  CDOs,  especially  CDOS  that  are  large  (rural)  and 
cover  county-wide  areas,  can  be  obtained  from  published  sources.  For  small- 
er CDOs,  especially  the  ones  that  are  portions  of  a  county  or  city,  primary 
data  fathering  may  sometimes  be  required.  Even  then,  there  are  enough  avail- 
able data  sources  (discussed  later  in  Section  IX.3,  IX.4,  and  IX.5)  which  when 
used  judiciously  may  satisfy  all  your  information  requirements.  What  should 
be  emphasized  is  that  it  is  a  folly  to  commit  oneself  to  undertaking  survey  re- 
search and  primary  data  gathering  without  first  determining,  m  some  pre- 
liminary fashion,  what  kind  of  data  gathering  and  analysis  is  feasible  within 
the  level  of  resources  available,  and  then  deciding  whether  those  results  are 
likely  to  prove  worthwhile. 
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2.  DATA  AND  BIAS 

If  there  is  any  single  criterion  for  distinguishing  good  data  from  bad  data,  it  is 
summed  up  in  the  word  "bias".  Bias  is  what  we  are  always  trying  to  minimize 
and  avoid.  Bias  means  that  somehow  the  data  contain  a  systematic  error  and 
thus  do  not  represent  what  we  intended  them  to  represent.  Secondary  data 
are  often  considered  more  likely  to  contain  certain  bias  than  primary  data, 
causing  them  at  times  to  be  looked  upon  with  suspicion.  The  data  gathered  in 
a  first-hand  survey  are  subject  to  many  processes  of  definition  and  interpreta- 
tion that  may  not  fit  the  requirements  of  the  secondary  use.  If,  however,  the 
secondary  user  knows  the  technical  procedures  used  in  gathering  the  data  and 
finds  them  acceptable  to  his  purposes,  then  there  is  no  reason  to  claim  bias. 

IX.2  DEVELOPING  THE  SOCIO-ECONOMIC  PROFILE 

The  physical  size  of  the  community  your  CDO  serves  is  a  crucial  consideration 
in  developing  the  profile.  Since  much  of  the  readily  available  data  are  on  the 
county  level,  you  are  obviously  at  an  advantage  if  your  community  is  large 
enough  to  encompass  an  entire  county  or  several  counties  like  most  rural 
CDOs  do.  However,  urban  CDOs  are  mostly  small  in  area  (sometimes  a  few 
blocks)  and  have  to  rely  on  tract  data  sources.  Section  IX. 3  and  IX. 4  are  thus 
devoted  entirely  to  small  areas.  In  this  section,  first  a  general  approach  is  ex- 
plained and  then  the  information  required  to  describe  the  household  sector, 
business  sector  and  government  sector,  discussed  in  section  IX. 1,  is  described. 

A.  General  Approach 

The  socio-economic  profile  of  the  area  should  include  three  types  of  informa- 
tion: 

•  brief  review  of  the  area's  past  development  and  growth,  so  that  its 
present  economic  situation  and  adjustment  outlook  can  be  placed  in 
historical  perspective. 

»     assessment  of  the  status  of  the  area  at  the  present  time. 

•  consideration  of  the  area's  future  potential. 

Much  information  on  the  area's  history  and  present  status  can  be  obtained 
from  published  data  sources.  The  selection  of  the  appropriate  variables  to  con- 
sider is  largely  guided  by  economic  theory  and  findings  from  past  studies. 

The  variables  of  greatest  use  for  the  area  profile  are:  population,  employment 
by  industry,  labor  force,  employment,  total  unemployment,  unemployment 
rate,  median  family  income,  per  capita  income,  retail  sales,  new  capital  expen- 
ditures, housing  prices,  level  of  residential  construction  as  reflected  in  building 
permit  data,  total  assessed  valuation  of  real  property  in  the  area,  local  govern- 
ment bond  ratings,  and  local  government  expenditures  by  functional  category. 
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The  assessment  of  an  area's  potential  for  development  should  be  based  both 
on  analysis  of  published  data  and  on  consideration  of  opinions  and  impres- 
sions obtained  through  personal  knowledge  of  the  community.  In  addition, 
insights  from  any  past  analyses  of  the  area's  economy  should  be  incorporated 
into  the  study. 

Selected  analytic  indicators  can  be  used  to  track  the  performance  of  an  econ- 
omy over  time.  The  following  indicators  are  particularly  useful  in  conducting 
this  sort  of  analysis: 


• 


« 


• 


Unemployment  Trend  Index,  defined  as  the  ratio  of  the  unemploy- 
ment rate  in  one  year  to  the  unemployment  rate  in  the  preceding 
year. 

Employment  Trend  Index,  defined  as  the  ratio  of  the  number  of  per- 
sons employed  in  one  year  to  the  number  of  persons  employed  in 
the  preceding  year. 

Capital  Investment  Trend  Index,  defined  as  the  ratio  of  new  capital 
investments  in  one  year  to  new  capital  investments  in  a  preceding 
year. 

Income  Quotient,  defined  as  the  ratio  of  median  family  income  in  the 
target  area  to  median  family  income  in  the  state. 

•  Debt  Interest-Expenditures  Ratio,  defined  as  the  ratio  of  the  local 
government's  expenditures  on  interest  on  the  debt  to  total  general 
expenditures. 

Published  data  sources  should  be  used  to  the  extent  possible  to  develop  an 
area's  economic  profile.  The  use  of  national  data  sources  insures  compara- 
bility of  information  across  areas  and  over  time.  Useful  data  are  also  some- 
times published  at  the  state  and  local  level  (e.g.,  employment  data  available 
through  State  Departments  of  Employment  Security).  Although  these  data 
are  not  usually  comparable  across  areas,  they  are  likely  to  be  comparable  over 
time  for  the  same  area  and  thus  provide  good  information  sources  for  the 
longitudinal  evaluation  studies  and  planning  analyses.  A  summary  of  the 
economic  variables  of  interest  and  the  published  sources  of  these  data  is 
shown  in  Figure  IX. 2. 

It  is  important  to  provide  documentation  on  the  specific  published  data 
sources  used.  Items  to  be  covered  include: 

•  title  of  data  source 

•  description  of  the  data,  including  frequency  of  reporting  and  geo- 
graphic coverage 

•  time  lags  in  publication  of  the  data 
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location  of  the  information 

description    of  any   modification    or  manipulations  of  the  data  re- 
flected in  the  evaluation  study. 


In  some  cases,  important  published  data  may  be  available  at  the  state  and 
local  level.  Therefore,  you  should  make  selected  mail/telephone  inquiries  to 
try  to  acquire  this  information.  In  particular,  data  should  be  solicited  this  way 
from  State  Departments  of  Employment  Security  and  from  annual  reports  of 
various  local  governments  located  within  the  target  areas  selected  for  study. 
Local  housing  price  which  may  be  obtained  through  inquiry  to  a  major  local 
realtor  is  also  a  data  element  which  should  be  included  in  the  area  economic 
profile.  This  inquiry  can  best  be  made  by  telephone,  asking  a  local  realtor  to 
estimate  the  sales  price  now  and  two  years  ago  of  the  following  housing  units: 
an  unfurnished,  detached  unit  in  sound  condition  with  a  complete  bath,  a 
fully-equipped  table  space  kitchen,  three  bedrooms,  living  room,  separate 
dining  area,  hot  and  cold  running  water,  electricity,  central  heating,  access  to 
schools  and  grocery  stores,  play  space  for  children,  and  location  on  a  one- 
quarter  acre  lot  in  a  residential  neighborhood  free  from  hazards  or  nuisances. 

B.  The  Household  and  Business  Sectors 

As  explained  in  Section  IX.  1,  the  household  sector  is  made  up  of  all  residents 
living  within  the  community.  To  describe  the  household  sector,  information  is 
needed  on  categories  as  follows: 

•  Population 

•  Education 

•  Labor  Force 

•  Income  and  Poverty 
®  Housing 

The  business  sector,  on  the  other  hand,  includes  all  the  commercial,  industrial 
and  service  outlets  located  within  the  community.  To  describe  it,  information 
is  needed  on  the  following: 

•  Number  of  Outlets 

•  Business  Volume  or  Sales 

•  Employment 

•  Trends 

1.  POPULATION 

At  all  stages  of  CDO  planning  and  decisionmaking,  adequate  population  in- 
formation will  be  a  major  component  in  determining  the  economic  impacts. 
The  characteristics  of  the  present  and  future  population  in  relation  to  the 
economic  activity  of  the  community  determine  the  needs  of  virtually  every- 
thing—housing, stores,  jobs,  streets,  sewers,  schools,  etc.  Every  assessment 
must,  therefore,  begin  with  a  clear  understanding  of  the  community's  popula- 
tion—its size,  make-up,  and  growth  rate. 

Not  only  must  present  population  characteristics  be  known,  but  you  must 
also  be  able  to  project  future  population  trends.  The  breakdown  of  popula- 
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tion  projections  by  age,  sex  and  household  is  particularly  critical  in  planning 
for  many  services.  For  example,  planning  for  elementary  and  secondary 
schools  depends  on  the  size  and  age  distribution  of  the  school-age  population. 
Similarly,  the  character  of  many  health  care  facilities  varies  according  to  how 
many  people  there  are  over  65.  Also,  recreational  needs  depend  on  the  make- 
up of  the  population.  In  planning  for  major  facilities,  such  as  a  health  clinic,  it 
is  imperative  to  know  the  population  growth  rate  in  order  to  have  adequate 
time  for  planning  and  constructing  a  clinic. 

While  the  need  for  information  about  population  is  obvious  at  planning  and 
policy  levels,  it  may  not  be  so  at  the  project  level.  Generally,  individual  pro- 
jects will  not  significantly  affect  the  size  or  composition  of  a  community 
unless  it  is  a  very  large  project,  such  as  a  freeway  or  a  sewage  treatment  plant. 

But  over  time,  a  number  of  similar  projects  may  change  the  community's 
character  and  service  needs.  For  example,  several  single-family  developments 
may  increase  the  school-age  population  or  the  demand  for  cultural  activities, 
libraries,  and  recreational  facilities. 

Population  data  are  prepared  by  federal,  state,  regional  and  local  governments. 
These  combined  sources  provide  historical  population  levels,  current  esti- 
mates, and  future  projections. 

The  primary  source  of  historical  data  is  the  Census  of  Population  conducted 
by  the  U.S.  Bureau  of  the  Census  every  ten  years.  This  provides  the  statistical 
basis  for  a  series  of  reports.  Updated  information  will  become  available  more 
frequently  as  the  result  of  a  bill  recently  passed  in  Congress  requiring  that  a 
mid-decade  national  census  be  conducted  beginning  in  1985  (P.L.  94-521).  In 
the  meantime,  many  local  governments  have  contracted  with  the  Bureau  of 
the  Census  to  conduct  a  special  mid-decade  census. 

a.  Decennial  Population  Data 

The  Decennial  Census  of  Population,  conducted  every  ten  years  in  the  years 
ending  in  0,  provides  a  vast  amount  of  detailed  information.  This  is  especially 
valuable  in  showing  the  characteristics  of  the  population  and  in  analyzing 
specific  subjects  such  as  the  education  and  occupation  of  the  population.  For 
example,  statistics  from  the  1970  census  include  age,  race,  sex,  marital  status, 
and  relationship  to  head  of  household,  and  are  published  for  states,  counties, 
cities,  and  towns.  Printed  reports  have  long  been  the  most  common  means  of 
releasing  decennial  census  data.  These  printed  reports  are  probably  the  most 
convenient  and  readily  available  source  of  county-level  census  data.  The 
Census  Bureau  releases  several  different  series  of  reports.  In  most  series,  there 
is  one  report  for  each  state  covering  counties  and  other  geographic  areas. 

As  an  example,  Volume  I  of  the  population  census  reports  has  four  series  for 
each  state  in  the  United  States.  It  contains  much  of  the  county  population 
data  needed. 

Number  of  Inhabitants  (PC  (1)-A) 

This  series  contains  the  final  and  official  population  counts  for  different  areas 
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in  each  state.  It  tells  whether  people  live  in  urban  or  rural  areas,  SMSA's 
urbanized  areas  or  unincorporated  places.  For  comparison  purposes,  it  shows 
the  counts  for  both  the  1960  and  1970  Censuses  and  the  percentage  change. 
Some  special  features  include  maps  and  charts,  land  areas  in  square  miles, 
population  density,  number  of  inhabitants  of  annexed  areas,  and  results  of 
special  censuses  taken  between  1960  and  1970  Censuses  and  the  percentage 
change.  This  report  series  is  most  useful  in  determining  both  population  and 
land  area  changes  during  the  last  decade. 

General  Population  Characteristics  (PC(l)-B) 

This  series  contains  100%  statistical  data  items  collected  for  every  person. 
These  statistics  are  included  in  the  other  reports  also,  but  not  in  as  great 
detail  as  this  report.  There  are  also  numerous  cross-classifications  not  found 
elsewhere,  as  well  as  some  historical  data  such  as  changes  in  state  population 
since  1900.  It  is  the  only  printed  source  of  characteristics  for  minor  civil 
divisions  or  census  county  divisions  (administrative  subdivisions  of  counties). 
To  make  the  report  easier  to  use,  there  is  a  Table  Finding  Guide  in  the  front. 
A  brief  appendix  with  definitions,  geography,  and  error  listings  is  included. 

General  Social  and  Economic  Characteristics  (PC(l)-C) 

Data  ior  areas  of  2,500  and  more  population,  and  sample  statistics  for  social 
and  economic  items  are  the  distinguishing  feature  of  this  series.  The  appen- 
dices are  extensive,  containing  definitions  and  other  useful  information  on 
census  data.  The  easiest  way  to  find  a  tabulation  in  this  report  is  to  use  the 
Table  Finding  Guide  in  the  front  of  the  report. 

Detailed  Characteristics  (PC(l)-D) 

Sample  statistics  for  large  areas,  states,  SMSA's  and  large  cities,  characterize 
this  report  series.  Because  of  the  larger  areas  involved,  much  more  detail  is 
possible  in  the  subject  areas  than  is  permitted  for  the  small  areas  in  the  PC(1)- 
PC(1)-C  reports.  Most  of  the  data  are  for  SMSA's  of  250,000  or  more  popu- 
lation, but  there  is  some  information  (place  of  work,  means  of  transporta- 
tion) for  SMSA's  of  100,000  or  more. 

The  reports  described  represent  only  a  small  part  of  the  data  available  from 
the  1970  Census.  These  reports  do,  however,  contain  a  majority  of  population 
and  labor  force  data  of  interest  to  economic  district  planners. 

As  of  the  date  of  this  publication,  planning  for  the  1980  Census  of  Population 
is  underway.  Subjects  now  receiving  priority  consideration  for  use  in  the  1980 
Census  are  basically  identical  or  similar  to  those  in  the  1970  Census.  Addition- 
ally, the  1970  Census  was  similar  to  the  1960  Census.  This  is  especially  true  of 
general  population  items.  Although  questionnaire  development,  sample  sizes, 
and  enumeration  procedures  have  changed  over  the  years,  the  content  of  the 
decennial  censuses  has  remained  relatively  constant.  To  the  general  user  then, 
this  consistency  means  an  ease  of  comparability  of  data  collected  for  the 
decennial   censuses.    Keeping   in   mind   the   various   caveats  and  limitations 
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which  may  apply  to  certain  census  data,  it  is  possible  to  use  these  data  to 
develop  analyses  over  time  of  trends  and  patterns  of  many  characteristics 
important  to  planning  for  economic  development. 

2.  EDUCATION 

The  level  of  educational  attainment  of  the  population  is  a  significant  consider- 
ation in  economic  development.  Up  to  40%  of  the  average  annual  growth  in 
income  per  person  employed  may  be  attributed  to  education.  Also,  about 
one-half  of  the  growth  in  output  in  the  United  States  in  the  last  50  years  may 
have  resulted  from  factors  other  than  increases  in  physical  capital  and  hours 
worked.  Education  is  one  of  the  "other  factors."  Even  without  allowing  for 
the  impact  of  education  on  technology  and  innovation,  its  contribution  ap- 
pears to  account  for  between  one-fourth  and  one-half  of  the  increase  in 
income  not  accounted  for  by  additional  inputs  of  labor  and  capital. 

Contributions  of  education  to  development  can  also  be  reflected  in  techno- 
logical change  and  innovation  through  the  application  of  knowledge  to  both 
industrial  products  and  processes.  This  is  reflected  in  the  succession  of  new 
techniques  and  new  methods  of  organization.  These  advances,  made  in  part 
through  education,  can  lead  to  increases  in  output  and  income. 

Education  can  also  improve  the  quality  of  business  management  which  strong- 
ly influences  development.  Decisionmaking  must  be  provided  by  sophisti- 
cated leaders  of  large  and  small  firms.  These  well-educated  persons  increase 
their  contribution  to  output-per-hour  and  therefore  to  economic  develop- 
ment. 

Like  the  training  of  management,  the  educational  attainment  of  labor  is  also 
important  to  economic  development,  because  it  will  either  fulfill  or  not  fulfill 
the  labor  demands  of  business.  Foremen  and  supervisors,  engineers,  sales 
people,  teachers,  and  office  workers,  to  mention  only  a  few  occupations,  are 
all  required  to  produce  the  vast  variety  of  goods  and  services  that  make  up  the 
total  production  of  an  economy. 

Education  can  influence  production  as  shown  above  and  thus  contribute  to  in- 
dividual income.  Therefore,  investment  in  education  can  accelerate  economic 
development.  For  example,  when  farm  people  take  non-farm  jobs  they  often 
earn  less  than  industrial  workers  of  the  same  race,  age  and  sex.  These  differ- 
ences in  earnings  can  correspond  closely  to  corresponding  differentials  in 
education.  As  a  second  example,  observations  show  that  younger  workers 
often  have  a  competitive  advantage  over  older  workers.  These  younger 
workers  may  have  on  the  average  twice  the  education  of  the  older  workers. 
The  observed  advantage  of  these  younger  workers  results  not  from  sociolog- 
ical preferences  of  employees,  but  to  some  extent  from  real  differences  in  pro- 
ductivity, connected  with  more  education. 

a.  Data  from  the  Census 

Data  on  school  enrollment  and  educational  achievement  are  available  at  the 


IX.10 


county-level  from  the  decennial  census  reports.  1970  Census  county-level  data 
on  education  appear  in  Volume  1,  Chapter  C,  Table  120  of  the  census  report. 
Data  are  shown  on  total  school  enrollment  and  public  school  enrollment  by 
age  group.  Years  of  school  completed,  by  grade  level,  are  shown  for  males 
20-49  years  old,  and  for  females  15-44  years  old.  Data  are  shown  for  these  age 
groups  because  these  are  the  main  ages  for  marriage,  divorce,  and  childbearing. 

3.   LABOR  FORCE 

Perhaps  more  than  any  other  factor  of  production,  the  size  and  characteristics 
of  the  labor  force  determines  the  amount  of  total  output  possible  for  an  econ- 
omy to  produce.  The  larger  the  labor  force,  the  more  goods  and  services  it  can 
produce.  Increases  in  the  labor  force  of  an  area  can  be  an  important  aspect  in 
planning  economic  development. 

The  productivity  of  the  labor  force  is  significantly  related  to  economic  devel- 
opment and  income.  One  definition  of  productivity  is  the  value  of  goods  or 
services  produced  on  the  average  by  each  person  in  the  labor  force  during  each 
hour  worked,  using  the  tools  and  technology  available.  Therefore,  labor's  pro- 
ductivity is  a  measure  of  the  dollar  value  of  output  produced  by  the  average 
worker  in  some  stated  time  period.  Rising  productivity  can  permit  total  out- 
put and  income  to  grow  fast  enough  to  make  possible  more  goods  and  services 
for  each  person,  even  with  a  growing  population  and  even  when  everyone 
works  fewer  hours  (40  hours  per  week  as  compared  to  63  in  1880.)  Only  when 
there  are  more  goods  and  services  per  capita  can  a  higher  standard  of  living  be 
achieved. 

As  one  means  to  stimulate  economic  development,  planners  might  encourage 
a  transfer  of  labor  from  sectors  where  productivity  is  low  to  where  it  is  high. 
In  general,  the  movement  of  labor  out  of  low  skill,  low  wage  occupations 
into  jobs  of  higher  productivity  can  raise  the  rate  of  development  and  income. 

For  economic  development,  participation  in  the  labor  market  is  an  important 
economic  activity.  Unemployment  is  one  of  the  principal  development  prob- 
lems in  an  area.  It  appears  in  two  broad  forms-  1)  deficient  demand  and 
2)  structural  unemployment.  Deficient  demand  produces  unemployment  be- 
cause the  economy  is  growing  at  a  rate  insufficient  to  absorb  the  growing 
labor  force.  Structural  employment  occurs  when  workers  are  displaced  by 
changes  in  technology  or  product  demand. 

Structural  unemployment  in  distressed  areas  can  often  be  the  result  of: 
1)  technological  changes  and  innovation,  resulting  in  the  substitution  of 
capital  equipment  for  labor  or  2)  changing  demand  patterns  for  products  and 
resources.  Declining  economies  tend  to  lose  the  skilled  professional  and  white- 
collar  components  of  the  labor  force.  The  length  of  time  workers  have  been 
unemployed  can  be  important,  Often,  due  to  structural  unemployment,  skill 
levels  of  workers  are  surpassed  by  increasing  industry  requirements.  Eventual- 
ly, such  persons  drop  out  of  the  labor  force.  Consequently,  the  area  develops 
a  class  of  persons  who  are  experienced,  unemployed,  and  who  represent  a 
potentially  powerful  reservoir  of  resources  for  economic  development. 
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The  occupational  and  skills  composition  of  the  community  are  key  factors 
attracting  potential  industry  development  and  expansion.  Analysis  of  an  area's 
occupational  make-up  enables  a  development  planner  to  identify  the  types  of 
skills  available  in  the  district  and  determine  how  these  labor  resources  might 
be  used  as  incentives  to  attract  industry.  The  Census  Bureau  publishes  several 
statistical  series  which  characterize  the  labor  force. 


a.  Definitions 

In  order  to  estimate  the  impact  of  local  decisions  on  employment  and  unem- 
ployment, the  analyst  needs  data  about  past  employment,  as  well  as  a  projec- 
tion of  future  changes.  But  first  it  is  important  to  understand  how  the  federal 
and  state  governments  define  terms  for  collecting  data. 

Total  Labor  Force  includes  all  working-age  civilians  classified  as  em- 
ployed or  unemployed,  as  well  as  all  members  of  the  Armed  Forces 
in  the  United  States  and  abroad.  The  labor  force  participation  rate  is 
the  percentage  of  total  population,  sixteen  and  over,  that  is  part  of 
the  labor  force. 

Employed  Persons  are  all  civilians  who  did  any  work  for  pay  or  pro- 
fit during  the  pay  period  which  includes  the  12th  of  the  month,  were 
on  a  payroll  but  unable  to  work  during  the  week  because  of  vacation, 
illness,  trade  dispute,  or  time  off  for  personal  reasons,  or  worked  15 
hours  or  more  without  pay  in  a  family-operated  enterprise. 

Unemployed  Persons  covers  all  civilians  who  were  not  employed  but 
were  available  and  actively  seeking  work  within  the  past  four  weeks, 
were  waiting  to  be  called  back  to  a  job  from  which  they  had  been  laid 
off,  or  were  waiting  to  report  to  a  new  job  scheduled  to  begin  within 
30  days. 

Not  in  Labor  Force  defines  all  persons  not  classified  as  employed,  un- 
employed, or  in  the  Armed  Forces.  These  persons  are  further  classified 
as  "engaged  in  own  home  housework,"  "in  school,"  "unable  to 
work,"  "retired,"  and  "other." 

One  problem  with  these  definitions  is  that  they  classify  as  outside  the  labor 
force  many  people  who  are  actually  unemployed  but  have  given  up  looking 
for  work  or  are  employed  in  illegal  activities.  The  definitions  also  ignore  the 
increasingly  popular  concept  of  underemployment.  This  includes  all  persons 
whose  skill,  education,  or  training  qualifies  them  for  a  higher-skilled  or  better- 
paying  job  than  they  presently  hold.  It  also  includes  persons  only  able  to  find 
part-time  rather  than  full-time  work  in  their  fields.  Despite  these  limitations, 
the  historical  data  based  on  these  definitions  are  consistent,  since  they  have 
been  in  use  since  1940.  Presently,  the  National  Commission  on  Employment 
and  Unemployment  Statistics  is  looking  for  possible  ways  to  improve  these 
concepts  and  definitions. 
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If  you  need  information  on  employment  by  industry,  the  U.S.  Office  of 
Management  and  Budget's  Standard  Industrial  Classification  (SIC)  Manual 
provides  a  widely  used  numeric  system  of  calssifying  employment  establish- 
ments by  type  of  activity.  The  SIC  Code  divides  the  nation's  economic 
activities  into  ten  broad  industrial  divisions  identified  by  the  first  digit  of  the 
Code.  For  more  detailed  breakdowns,  two,  three,  and  four  digits  are  used. 

4.   INCOME  AND  POVERTY 

Since  income  is  a  widely  accepted  measure  of  economic  well-being,  it  has 
great  applicability  in  planning  for  economic  development.  Positive  changes  in 
income  show  that  an  area  is  prospering;  negative  changes  show  economic 
decline. 

Income  can  be  expressed  several  different  ways,  but  per  capita  and  median  in- 
come are  the  two  usually  used.  Per  capita  income  is  total  income  divided  by 
the  number  of  people  in  an  area;  median  income  is  the  middle  dollar  figure  or 
value  for  the  incomes  of  a  group. 

Aggregate  income  also  serves  as  a  measure  of  a  region's  economic  develop- 
ment. In  this  context  it  is  defined  as  the  sum  of  the  values  of  all  the  goods  and 
services  produced  in  a  given  period.  Measured  over  time,  this  gross  product 
indicates  growth  (or  decline)  in  an  economy.  However,  changes  in  aggregate 
income  should  be  interpreted  with  care.  They  reflect  mere  population  change, 
or  inflation,  rather  than  real  economic  development. 

Income  data  can  also  show  the  distribution  of  spending  power  throughout  a 
district,  and  can  help  to  identify  concentrations  of  low  income  families  and 
individuals.  Generally,  poverty  claims  a  higher  percentage  of  rural  families 
(especially  non-white  families)  than  of  urban  families.  Low-income  levels  af- 
fect the  functioning  of  the  economic  sectors,  since  the  lower  an  individual's 
income  is,  the  less  he  or  she  has  to  spend  and  the  higher  the  proportion  of 
income  spent  on  subsistence  items  such  as  food,  clothing  and  shelter. 

Current  estimates  of  per  capita  income  (PCI)  for  all  general  purpose  local 
governments  were  prompted  by  the  enactment  of  the  State  and  Local  Fiscal 
Assistance  Act  of  1972.  Areas  included  in  this  series  of  reports  are  all  counties 
(or  county  equivalents  such  as  census  divisions  in  Alaska,  parishes  in  Louisi- 
ana, and  independent  cities  in  Maryland,  Missouri,  Nevada,  and  Virginia)  and 
incorporated  places  in  states,  plus  active  Minor  Civil  Divisions  (MCDs)  com- 
monly towns  in  New  England,  New  York  and  Wisconsin,  and  townships  in 
other  parts  of  the  United  States. 

The  PCI  estimates  use  a  money  income  concept.  Total  money  income  is  de- 
fined by  the  Bureau  of  the  Census  as  the  sum  of: 

•  Wage  and  salary  income 

•  Net  non-farm  self-employment  income 
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Net  farm  self-employment  income 

Social  Security  and  railroad  retirement  income 

Public  assistance  income 

All    other   income   such    as   interest,  dividends,  veteran's  payments, 
pensions,  unemployment  insurance,  alimony 


The  total  represents  the  amount  of  income  received  before  deductions  for  per- 
sonal income  taxes,  social  security,  bond  purchases,  union  dues,  medicare 
deductions,  etc.  County  PCI  estimates  are  based  on  the  1970  Census.  The 
updates  for  these  areas  are  developed  by  carrying  forward  the  aggregate  (i.e., 
the  sum  of  all  individual  incomes  in  the  state  or  county)  independently  of 
each  type  of  income  identified  in  the  census  to  reflect  differential  changes  in 
these  income  sources  between  1969  and  the  estimate  date.  Data  from  Federal 
tax  returns  provided  by  the  Internal  Revenue  Services  were  used  to  estimate 
change  in  wage  and  salary  income  at  the  state  and  county  level.  All  other 
types  of  income  for  these  governmental  units  have  been  updated  using  rates  of 
change  based  on  estimates  of  aggregate  money  provided  by  the  Bureau  of 
Economic  Analysis. 

The  Census  Bureau's  per  capita  income  data  for  1974  and  1972  for  counties, 
county  equivalents  and  selected  other  areas  are  available  in  Series  P-25,  of 
Current  Population  Reports.  These  figures  represent  the  estimated  average 
amount  per  person  of  total  money  income  received  during  calendar  years 
1974  and  1972  for  all  persons  residing  in  a  given  political  jurisdiction  in  April 
1975,  and  April  1973,  respectively. 

a.  Data  Source 

The  principal  source  of  data  on  family  and  personal  income  is  the  Decennial 
Census  of  Population.  In  the  most  recent  census  conducted  in  April,  1970, 
20%  of  respondents  were  asked  to  give  information  on  total  money  income 
received  in  the  calendar  year  1969.  Definitions  of  census  terms  and  usages  are 
presented  along  with  a  description  of  census  county-level  data  on  income. 
These  data  are  found  in  Table  124,  Volume  I,  Chapter  C,  of  the  1970  Census 
Report. 

These  data  include:  income  of  families  and  unrelated  individuals;  type  of  in- 
come of  families;  and  percent  of  families  with  income  less  than  poverty  level, 
less  than  75%  of  poverty  level,  and  less  than  25%  of  poverty  level. 

b.  Definitions 

Income  refers  to  many  different  measures  of  personal  wealth  and  production. 
The  major  sources  of  local  income  data  listed  in  this  chapter  are  for  personal 
income,  wages,  and  salaries. 
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One  of  the  more  difficult  problems  in  defining  income  is  determining  which 
levels  should  be  considered  low-income  and  which  poverty  level.  Many  federal 
agencies  have  developed  standards  and  definitions  that  differ  widely  from  one 
another.  It  is  unfortunate  that  such  a  confusion  exists  because  identifying  the 
lower-income  population  is  important  to  many  local  decisions.  Local  govern- 
ments will  have  to  choose  a  definition  that  best  suits  their  needs  from  those 
used  by  federal  and  state  agencies. 

The  U.S.  Department  of  Housing  and  Urban  Development  uses  several  defini- 
tions to  determine  eligibility  for  various  housing  programs.  The  most  widely 
used  definitions  are  those  for  the  Housing  and  Community  Development  Act, 
Title  II,  Section  8  program  and  the  Section  235  housing  program.  These  are 
based  on  an  average  family  of  four  people  and  the  median  income  of  the 
county  where  the  people  reside. 


• 


• 


Low-income :  those  families  whose  incomes  are  less  than  80%  of  the 
county  median  income.  This  group  includes  the  very  low-income. 

Very   low-income   (poverty):   those   families   whose  incomes  are  less 
than  50%  of  the  county  median  income. 


The  Community  Services  Administration  (formerly  the  Office  of  Economic 
Opportunity)  also  establishes  a  range  of  poverty  income  levels  to  determine 
eligibility  for  its  social  service  programs.  The  first  income  level  is  based  on  a 
minimum  budget  for  basic  needs,  while  the  second  income  level  is  125%  of 
the  first. 

Personal  Income,  as  defined  by  the  Bureau  o  f  Economic  Analysis  (BEA),  is 
the  current  income  received  by  residents  of  an  area  from  all  sources.  This  is 
measured  before  deduction  of  income  and  other  personal  taxes,  but  after  de- 
duction of  personal  contributions  to  social  security,  government  retirement, 
and  other  social  insurance  programs.  It  includes  income  received  by  persons 
from  business;  federal,  state  and  local  governments;  households  and  institu- 
tions; and  foreign  countries.  Briefly,  it  includes  the  following  categories: 

•  Wage  and  salary  disbursements  cover  payments  to  employees,  includ- 
ing commissions,  tips,  bonuses,  and  payments  in  kind. 

•  Other  labor  income  constitutes  those  employer  contributions  for  pri- 
vate pensions,  health,  welfare  and  group  insurance  plans,  compensa- 
tion for  injuries,  pay  of  military  reservists,  directors'  fees  and  so  on. 

•  Proprietors'  income  describes  the  net  business  earnings  of  owners  of 
unincorporated  enterprises,  including  farmers  and  such  professional 
practitioners  as  doctors,  dentists,  and  lawyers. 

•  Property  income  derives  from  royalties  on  patents,  copyrights'  rights 
to  natural  resources  and  imputed  net  rents,  personal  interest  incomes 
(including  certain  imputations),  and  cash  dividends. 
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Transfer  payments  signify  receipts  from  government  and  business  for 
which  no  service  is  rendered  currently:  pensions,  unemployment 
benefits,  disability  benefits,  medicare  benefits,  direct  relief,  bad  debts 
absorbed  by  business  establishments,  and  corporate  gifts  to  private 
non-profit  institutions,  etc. 

Personal  contributions  for  social  insurance  refer  to  employee  con- 
tributions for  old  age  and  survivors  insurance,  unemployment  insur- 
ance, medicare,  and  public  employee  retirement  systems.  It  also 
includes  similar  contributions  for  such  purposes  by  self-employed 
individuals.  Personal  contributions  for  social  insurance  are  deducted  in 
estimating  personal  income,  since  wage  and  salary  disbursements 
report  amounts  are  withheld  by  employers  for  this  purpose. 

Earnings  comprise  about  80%  of  personal  income  and  are  the  sum  of 
wages  and  salaries,  other  labor  income,  and  proprietors'  or  self- 
employment  income.  Earnings  differ  from  personal  income  in  that 
they  exclude  transfer  payments  and  property  income. 

Disposable  Income  is  personal  income  less  all  personal  tax  payments. 
It  represents  the  money  actually  available  for  individuals  to  spend. 

Per  Capita  Income  is  derived  by  dividing  total  personal  income  re- 
ceived by  an  area  during  a  year  by  the  area's  mid-year  population. 

•  Consumer  Price  Index  is  not  an  income  measure  per  se.  But  it  is  an 
important  indicator  of  the  purchasing  power  of  individuals,  given 
their  income  levels.  The  CPI  measures  the  changes  in  the  average  prices 
of  a  fixed  market  basket  of  goods  and  services  bought  by  urban  wage 
earners. 

5.  HOUSING 

Housing  is  a  primary  component  of  an  area's  physical  infrastructure.  Both  the 
availability  and  quality  of  residential  housing  are  important  considerations  for 
district  planning.  The  availability  and  condition  of  residential  housing  may  re- 
flect both  affluence  and  poverty.  Housing  conditions  are  closely  related  to 
economic  development  (particularly  the  extent  to  which  [or,  (particularly  the 
prevalence  of  kitchen  and  plumbing  facilities)]  exist  and  reflect  the  status  of 
building  trades  and  new  home  construction. 

National  data  on  substandard  housing  show  higher  incidence  in  the  South, 
among  minority  groups,  and  among  low-income  families.  At  the  end  of  the 
Sixties,  11%  of  the  housing  of  rural  whites  and  55%  of  the  housing  of  rural 
non-whites  was  substandard.  The  comparable  figures  for  urban  housing  were 
6%  for  whites  and  24%  for  non-whites.  By  Census  definition,  substandard 
housing  lacks  basic  items  of  plumbing,  such  as  indoor  toilets,  and/or  kitchen 
equipment  such  as  a  working  stove  and  refrigerator.  Delapidated  housing 
(showing  structural  defects  or  deterioration)  is  also  classified  as  substandard. 
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County-level  data  on  residential  housing  are  available  through  the  Decennial 
Census  of  Housing,  taken  every  10  years  in  conjunction  with  the  Census  of 
Population.  Statistics  presented  in  the  decennial  housing  census,  include  the 
following  items:  tenure,  kitchen  facilities,  plumbing  facilities,  number  of 
rooms,  persons  per  room,  vacancy  status,  contract  rent,  units  in  structure, 
mobile  homes,  telephones,  value,  automobile  availability,  and  second  home 
ownership. 

6.  BUSINESS  PATTERNS 

A  standard  reference  for  data  on  business  volume  and  employment  is  the 
annual  series  of  County  Business  Pattern  Report.  This  series  is  a  major  source 
of  annual  time-series  data  at  the  county  level  on  economic  activity.  For  busi- 
ness pattern  information  on  smaller  local  areas,  Section  IX. 5  provides  a  brief 
review. 

The  Standard  Industrial  Classification  (SIC),  explained  earlier,  provides  a  use- 
ful breakdown  for  arranging  business  activity  for  analysis.  Each  information 
category  (i.e.,  number  of  outlets,  employment,  sales  and  trends)  for  the  busi- 
ness sector  should  be  documented  and  analyzed  by  their  respective  SIC  cate- 
gories. 

The  reports  provide  county-by-county  statistics  by  detailed  Standard  Indus- 
trial Classification  (1972)  code  on  mid-March  employment,  first  quarter  tax- 
able payrolls,  and  number  and  employment-size  of  reporting  units  for  private 
non-farm  organizations  reported  under  the  Federal  Insurance  Contributions 
Act  (FICA).  Beginning  with  the  1974  reports,  data  are  also  presented  for  total 
annual  payroll.  Measures  of  the  amount  of  production  of  business  transacted 
(such  as  sales  or  value  added)  are  not  published  in  the  CBP  report. 

The  CBP  reports  provide  coverage  for  activities  not  included  in  the  economic 
censuses,  such  as  construction  activity  by  county,  transportation  (except  rail- 
roads), finance,  insurance,  real  estate,  and  certain  services.  Data  on  employ- 
ment and  taxable  payrolls  are  withheld  if  the  data  might  disclose  information 
about  individual  employers. 

Reports  are  available  for  the  years  1946  through  1951,  1953,  1956,  1959, 
1962,  and  1964  to  the  present.  However,  prior  to  1959  the  reports  do  not 
provide  the  same  amount  of  geographic  and  SIC  detail  as  in  the  more  recent 
reports.  All  reports  do,  however,  maintain  a  common  scope  representing  the 
following  types  of  employment: 

•  All  covered  wage  and  salaries  of  employes  or  private  non-farm  em- 
ployers and  of  non-profit  membership  organizations  under  compul- 
sory coverage. 

•  All  employment  of  religious,  charitable,  education,  and  other  non- 
profit organizations  covered  under  the  elective  provisions  of  FICA. 

•  Data  for  the  following  types  of  employment  covered  in  whole  or  in 
part  by  the  Social  Security  Program  are  excluded:  Government  em- 
ployees, self-employed  persons,  farm  workers,  domestic  service  work- 
ers, railroad  employment  subject  to  the  Railroad  Retirement  Act,  and 
employment  on  ocean-borne  vessels. 


IX.17 


C.  The  Government  Sector 

Government  policies  and  actions  can  have  profound  consequences  in  econ- 
omic development.  Governments  redistribute  income,  modify  market  deci- 
sions, and  subsidize  services  deemed  to  be  in  the  public  interest.  Through 
transfer  payments,  incentives,  taxes  and  borrowing,  the  financial  impact  of 
government  is  felt  in  every  sector  of  the  economy. 

Governments  also  have  a  major  impact  on  the  labor  pool.  The  services  which 
governments  provide  (transportation,  health  care,  education,  fire  and  police 
protection)  require  personnel  from  all  sectors  of  the  labor  force  and  every 
occupation. 

Government  employment  still  does  not  reveal  the  full  impact  of  the  govern- 
mental sector  of  the  economy.  The  financial  condition  of  these  government- 
al units  clearly  affects  economic  development  because  many  development  pro- 
jects require  local  government  support.  Tax  incentives,  tax  holidays,  revised 
standards,  and  educational  and  training  program  efforts  all  cost  money  and 
are  dependent  on  the  fiscal  ability  of  the  local  government  to  provide  them. 

The  relationship  between  government  and  economic  growth  has  also  become 
more  pervasive  than  in  the  past.  Two  developments  seem  to  be  at  the  root  of 
this  change.  First,  the  public  demands  a  higher  standard  of  performance  for 
the  economy  with  respect  to  economic  stability,  the  absence  of  unemploy- 
ment, and  the  avoidance  of  economic  hardship  in  particular  groups  in  the 
society.  Second,  they  have  learned  that  powers  of  government  can  be  used 
effectively  to  determine  the  ways  in  which  the  economy  expands  and  that, 
within  limits,  these  objectives  are  attainable. 

1.   RECURRENT  ANNUAL  CENSUS  DATA 

Two  annual  report  series  present  data  for  county  governments.  County  Gov- 
ernment Employment,  most  recently  published  for  October  1975,  shows  data 
for  the  332  county  governments  which  had  an  estimated  population  of 
100,000  or  more  in  1973.  Data  provided  show  the  distribution  of  employ- 
ment and  payrolls,  by  functions,  for  county  governments.  County  Govern- 
ment Finances,  most  recently  published  for  Fiscal  Year  1974-75  also  shows 
information  on  revenues  and  expenditures,  by  category  for  counties  with 
more  than  100,000  population.  Both  series,  however,  show  data  for  county 
population  size  groups,  which  can  be  used  for  comparison  with  individual 
county  government  information.  The  smallest  category  is  100,000  or  less, 
with  figures  based  on  a  sample  which  includes  all  counties  with  1970  popu- 
lations between  50,000  and  99,999  and  a  randomly  selected  sample  of  the 
smaller  counties. 

2.  CENSUS  BUREAU  SPECIAL  STUDIES 

As  part  of  the  planning  activity  for  the  property  values  survey  required  for  the 
1977  Census  of  Governments,  the  Bureau  of  the  Census  conducted  a  mail  can- 
vass of  state  officials  associated  with  property  tax  administration.  These 
canvasses  were  designed  to  gather  information  on  values  officially  set  or 
"assessed"  in  1973  and  1975  on  property  subject  to  local  general  property 
taxation.  The  data  are  presented  by  state,  for  counties,  and  include  data  on 
gross-assessed  value,  exemptions,  state-assessed  property  and  locally  assessed 
real  and  personal  property. 
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As  used  in  these  reports,  "assessment"  usually  means  the  value  of  property 
oficially  determined  for  taxation  purposes.  In  a  sense,  "assessment"  is  syn- 
onymous with  "assessed  value."  In  some  instances  apparent  from  the  con- 
text, the  word  "assessment"  also  means  the  official  act  or  function  of  deter- 
mining the  assessed  value.  Included  are  1973  data  in  State  and  Local  Govern- 
ment Special  Studies  No.  69,  while  1975  data  are  in  No.  80  of  the  same  series. 
Both  reports  are  entitled,  Property  Values  Subject  to  Local  General  Property 
Taxation  in  the  United  States. 

3.  CENSUS  OF  GOVERNMENT 

The  Bureau  of  the  Census  prepares  reports  showing  current  and  benchmark 
statistical  data  relating  to  the  characteristics  and  functions  of  county  govern- 
ments. The  Census  of  Governments,  conducted  every  five  years,  includes  data 
on  revenues ,  expenditures  and  employment  for  all  county  governments.  Re- 
current annual  reports  show  data  on  employment  and  finances  of  selected 
county  governments,  and  special  studies  have  been  published  on  assessed 
value  of  taxable  property  for  all  county  governments.  Further  descriptions  of 
these  reports  follow,  along  with  selected  tables,  showing  data  for  county 
governments  in  Northeast  Georgia. 

Two  important  considerations  should  be  kept  in  mind  when  looking  at  Census 
Bureau  reports  which  include  data  on  county  governments.  First,  all  data  on 
governments  are  collected  during  October,  which,  being  relatively  free  from 
seasonal  fluctuations,  has  proven  to  be  the  most  stable  for  public  employ- 
ment. Although  financial  data  is  reported  on  a  calendar  or  fiscal  year  basis, 
data  for  October  payroll  and  earnings  should  not  be  inflated  into  yearly  fig- 
ures. These  October  figures  are  for  a  particular  time  period  and  are  not  in- 
tended to  represent  an  average  amount. 

The  second  consideration  is  that  historical  and  inter-area  comparisons  must  be 
made  with  care.  Each  census  report  attempts  to  maintain  congruity  of  the 
definitions,  concepts  and  data  collected.  On  some  cases,  however,  this  is  not 
possible.  For  example,  an  employment  decline  for  a  given  governmental  func- 
tion does  not  necessarily  indicate  a  decrease  of  public  services.  These  may  be 
"contracted  out",  with  the  contractor's  employees  remaining  in  the  private 
sector,  rather  than  being  considered  as  employees  of  the  sponsoring  govern- 
ment. Also  significant  are  changes  over  time  caused  by  annexations,  by  other 
boundary  adjustments  or  by  changes  in  the  demographic  profile  of  the  area 
served.  These  may  affect  not  only  the  number  of  persons  from  whom  public 
services  must  be  provided,  but  also  the  kinds  and  scope  of  necessary  services. 
Major  changes  in  these  characteristics  make  historical  comparisons  of  little 
value. 

IX.3  USE  OF  CENSUS  DATA  FOR  SMALL  COMMUNITIES 

The  1970  Census  reports  that  may  be  used  for  small  areas  are  divided  into 
three  principal  series:  population  census  reports  (the  PC  reports),  housing 
census  reports  (the  HC  reports),  and  joint  population  and  housing  reports 
(PHC  reports).  Those  most  likely  to  be  of  value  in  small  communities  are 
briefly  described  in  Figure  IX.3.  The  HC(3)  Block  Statistics  Reports  and 
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Figure  IX.  2 

PUBLISHED  DATA  SOURCES  FOR  SELECTED  ECONOMIC  VARIABLES 


Variable 


Data  Source 


Population 


Employment  by  industry 

Total  employment,  labor 
force,  unemployment, 
unemployment  rate 

Median  family  income 

Per  Capita  income 

Building  permits 


Local  government  bond  ratings 
Total  assessed  valuation 

New  capital  expenditures 


Local  government  expendi- 
tures by  functional  category 

Retail  sales 

Housing  Prices 


Census  Bureau  P-25  Series  Reports,  1973 
Population,  1972  Income  Per  Capita  Esti- 
mates for  Counties,  Incorporated  Places  and 
Selected  Minor  Civil  Divisions 

County  Business  Patterns 

State  Departments  of  Employment  Security 


County  and  City  Data  Book 

Local  Area  Personal  Income 

Constmction  Reports,  Series  C-40,  Bureau 
of  the  Census;  also  may  be  available  at  the 
local  (county)  level 

Moody  's  Municipal  and  Government  Manual 


Annual  Survey  of  Manufacturers  and  Census 
of  Business 

Annual  reports  of  local  governments 


Census  of  Retail  Trade 
Interviews  with  local  realtors 
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PHC  (1)  Census  Tract  Reports  are  generally  of  greatest  value  because  of  the 
relatively  small  size  of  the  areas  reported. 

A.  How  to  Use  Census  Reports 

The  clearest  way  to  describe  how  to  use  census  reports  is  by  giving  an  example 
which  illustrates,  step-by-step,  what  is  involved. 

Objective:  Assume  that  your  objective  is  to  locate  information  on  employ- 
ment and  income  for  a  particular  neighborhood  in  a  large  city  (50,000  or 
more  people)  or  its  surrounding  area. 

Two  considerations  come  into  play  in  selecting  the  right  report:  the  need  for 
small  area  (neighborhood)  data,  which  are  sample  data  (see  Figure  IX.3  City 
block  data  would  best  meet  the  first  requirement,  but  no  sample  data  can  be 
published  for  such  small  areas.  Census  tracts  are  the  smallest  areas  for  which 
employment  and  income  data  are  available.  Therefore,  you  need  the  Census 
Tract  Report  which  includes  the  desired  city. 


Figure  IX.3 
CENSUS  REPORTS  FOR  SMALL  AREAS 

Descriptions  of  Selected  Report  Series  from  the 
1970  Census  of  Population  and  Housing 

NUMBER  OF  INHABITANTS  PC(1)-A.  One  per  state.  Final  official  popula- 
tion counts  are  presented  for  states,  counties,  SMSA's,  urbanized  areas,  minor 
civil  divisions,  census  county  divisions,  all  incorporated  places,  and  unincorpo- 
rated places,  and  unincorporated  places  of  1,000  inhabitants  or  more. 

GENERAL  POPULATION  CHARACTERISTICS— PC(1)—B.  One  per  state. 
Statistics  on  age,  sex,  race,  marital  status,  and  relationship  to  head  of  house- 
hold are  presented  for  states,  counties,  SMSA's,  urbanized  areas,  minor  civil 
divisions,  census  county  divisions,  and  places  of  1,000  inhabitants  or  more. 

GENERAL  SOCIAL  AND  ECONOMIC  CHARACTERISTICS-PC(1)-C.  One 
per  state.  These  reports  focus  on  the  population  subjects  collected  on  a  sam- 
ple basis.  Each  subject  is  shown  for  some  or  all  of  the  following  areas:  states, 
counties,  SMSA's,  urbanized  areas,  and  places  of  2,500  inhabitants  or  more. 

GENERAL  HOUSING  CHARACTERISTICS  FOR  STATES,  CITIES,  AND 
COUNTIES— HC(1)-A.  One  per  state.  Statistics  on  100%  housing  subjects  are 
presented  for  states,  counties,  SMSA's,  urbanized  areas,  and  places  of  1,000 
inhabitants  or  more. 

DETAILED  HOUSING  CHARACTERISTICS  FOR  STATES,  CITIES,  AND 
COUNTIES— HC(1)—B.  One  per  state.  The  reports  focus  on  the  housing  sub- 
jects collected  on  a  sample  basis.  Each  subject  is  shown  for  some  or  all  of  the 
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following  areas:  states,  counties,  SMSA's,  urbanized  areas,  and  places  of  2,500 
inhabitants  or  more. 

BLOCK  STATISTICS-HC(3).  One  report  for  each  urbanized  area  showing 
data  for  individual  blocks  on  selected  100%  housing  and  population  subjects. 
The  series  also  includes  reports  for  the  communities  outside  urbanized  areas 
which  have  contracted  with  the  Census  Bureau  to  provide  block  statistics 
from  1970  census. 

CENSUS  TRACT  REPORTS-PHC(l).  One  report  for  each  SMSA,  showing- 
data  for  most  of  the  population  and  housing  subjects  included  in  the  1970 
census.  Some  tables  are  based  on  the  100%  tabulation,  others  on  the  sample 
tabulation. 

To  find  out  if  a  census  tract  or  combination  of  tracts  can  satisfactorily  repre- 
sent your  neighborhood,  you  need  a  census  tract  map.  One  is  contained  in 
each  Census  Tract  Report.  Since  it  is  not  possible  to  separate  out  data  for  the 
portions  of  interest  to  you,  you  must  deal  only  with  the  tract  having  the  larg- 
est portion  of  your  neighborhood  or  add  the  data  for  each  tract  together  to 
obtain  data  for  the  combined  two  or  three- tract  area. 

Before  proceeding  to  look  up  data,  acquaint  yourself  with  the  key  back- 
ground material.  It  will  be  helpful  to  read  the  introduction  to  the  Census 
Tract  Report,  and  the  discussion  of  census  tracts  and  standard  metropolitan 
statistical  areas  in  Appendix  A  of  the  report.  Also,  read  the  definitions  in 
Appendix  B  which  are  relevant  to  the  data  you  are  interested  in  (in  this  case, 
the  definitions  for  "reference  week,"  "employment  status,"  "income  in 
1969,"  and  "poverty  status  in  1969").  Sooner  or  later  it  will  probably  be 
helpful  to  familiarize  yourself  with  the  other  definitions,  as  well. 

Check  the  table  of  contents  to  locate  the  tables  with  data  you  need.  Table 
P-3,  "Labor  Force  Characteristics,"  include  data  on  employment,  and  Table 
P-4,  "Income  Characteristics,"  includes  the  income  data.  If  the  tracts  you  are 
interested  in  have  more  than  400  Negroes  or  Spanish  Americans,  then  Table 
P-6,  "Economic  Characteristics  of  the  Negro  Population,"  and  Table  P-8, 
"Economic  Characteristics  of  Persons  of  Spanish  Language,"  may  provide 
additional  useful  data. 

You  will  find  that  most  tables  in  tract  reports  cover  several  pages.  This  is 
necessary  because  a  tract  requires  an  entire  column  when  reported  in  a  table. 
Each  tract  is  identified  in  tables  and  on  the  tract  maps  by  a  code  number 
unique  within  the  SMSA.  However,  rather  than  being  presented  in  numerical 
order  for  the  entire  SMSA,  the  tracts  in  each  table  are  in  numerical  order 
within  places  of  25,000  or  more  and  within  the  balance  of  the  county.  This  is 
explained  in  more  detail  under  "Content  of  the  Tables"  in  the  Census  Tract 
Report. 

The  first  section  of  Table  P-3,  titled,  "Employment  Status,"  furnishes  data 
specifically  on  employment.  The  first  few  items  of  data  for  each  census  tract 
are  about  those  people  who  are  "male,  16  years  old  and  over."  They  are  fol- 
lowed by  data  for  males,  16  to  21  years  old,  and  females,  16  years  old  and 
over. 
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Taking  tract  "5307"  as  an  example,  you  can  learn  that  607  males,  16 
years  old  and  over,  live  there.  Of  this  number,  451  are  in  the  labor  force;  that 
is,  either  have  a  job  or  are  unemployed  and  looking  for  work  (seem  "employ- 
ment status"  in  Appendix  B  of  the  report  for  a  complete  definition  of  "labor 
force"  and  related  terms).  A  few  lines  farther  down,  you  see  that  10  males,  16 
years  old  and  over,  are  unemployed— 2.2%  of  the  total  number  of  such  males 
in  the  civilian  labor  force. 

When  reading  entries  in  the  stub  (left-hand  side  of  the  table),  keep  in  mind  the 
indentation.  Except  when  a  percent,  median,  or  some  other  derived  indicators 
are  being  given,  indentation  indicates  that  an  entry  is  a  part  of  the  preceding 
entry.  For  example,  under  "male,  16  to  21  years  old,"  you  can  see  that  47 
are  "not  enrolled  in  school."  Of  those  not  enrolled  in  school,  23  are  "not 
high  school  graduates."  Of  those  not  high  school  graduates,  11  are  "un- 
employed or  not  in  the  labor  force."  "Not  high  school  graduates"  is  indented 
under  "not  enrolled  in  school,"  and  "unemployed  or  not  in  labor  force"  is 
indented  under  "not  high  school  graduates." 

IX.4  EXAMPLES  OF  CENSUS  APPLICATIONS 

The  following  examples  suggest  a  few  of  the  ways  in  which  census  data  may 
be  of  use  to  you  in  community  action  programs.  Three  examples  concern 
fairly  complicated  programs  and  require  detailed  discussion.  They  are  fol- 
lowed by  three  briefer  examples. 

Most  specific  references  to  census  data  in  the  following  examples  are  for  data 
found  in  Census  Tract  Reports  and  Block  Statistics  Reports.  Figures  IX. 3  and 
IX.4  present  complete  descriptions  of  their  contents.  Persons  living  in  areas 
which  do  not  have  tract  and  block  statistics  may  use  statistics  for  the  place  or 
county  as  a  whole  (Figure  IX. 2,  indicates  in  which  reports  these  statistics  can 
be  found)  or  arrange  to  obtain  statistics  for  enumeration  districts. 

A.  Establishment  of  Adult  Education  Programs 

City  school  systems,  junior  colleges,  or  other  community  organizations  some- 
times conduct  adult  education  programs  to  enable  persons  to  complete  high 
school,  learn  new  skills,  or  study  other  subjects  of  interest  to  them.  A  CDO 
may  find  census  statistics  of  considerable  value  in  demonstrating  the  need  for 
an  adult  education  program  or  in  convincing  officials  to  add  particular  types 
of  courses  or  to  conduct  courses  in  more  convenient  facilities. 

The  nature  of  the  neighborhood  involved  suggests  the  types  of  census  data 
which  should  be  checked  in  connection  with  assessing  the  need  for  adult 
education  programs.  In  general,  data  on  education,  employment  status,  in- 
come, and  similar  subjects  are  of  the  greatest  value.  Since  the  key  subjects  are 
based  on  sample  results,  census  tracts  are  the  smallest  area  which  can  be 
studied. 

A  quick  review  of  some  of  the  kinds  of  tract  data  and  their  implications  for 
adult  education  planning  demonstrates  their  potential  value. 
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Table  P-l 

The  number  of  persons  65  years  old  and  over  is  important  in  determining  the 
need  for  daytime  and  evening  courses  oriented  towards  arts,  crafts,  and  other 
leisure-time  pursuits. 

Table  P-2 

The  count  of  persons  with  Spanish  language  background  or  Puerto  Rican  birth 
or  parentage  may  suggest  a  need  for  courses  taught  in  Spanish  and  courses  to 
improve  English  language  usage. 

A  low  percent  of  16  and  17  year  olds  enrolled  in  school,  and  the  percent  of 
16  to  21  year  olds  not  high  school  graduates  and  not  enrolled  in  school, 
might  indicate  the  need  for  offering  high  school  completion  courses. 

Counts  of  persons  25  years  old  and  over  in  each  tract  by  the  years  of  school 
completed  can  help  you  determine  the  appropriate  academic  level  for  adult 
education  courses  to  be  offered. 

Table  P-3 

Number  and  percent  unemployed,  along  with  the  number  of  males,  16  to  21 
years  old  who  are  not  high  school  graduates  and  are  unemployed,  are  useful 
to  you  in  determining  the  need  for  job  training  and  the  kind  which  should  be 
offered.  Employment  opportunities  in  the  area  are  also  an  important  deter- 
minant. 

Table  P-4 

The  number  of  families  with  income  below  the  poverty  level  and  with  child- 
ren under  18  or  children  under  6  may  suggest  the  need  for  instruction  in  low 
budget  meal  planning,  health  care,  and  similar  family  and  home-oriented 
subjects. 

The  preceeding  illustrations  suggest  some  of  the  ways  in  which  census  data 
may  relate  to  adult  education  planning.  Each  community  group  will  probably 
be  able  to  find  others  which  are  specifically  appropriate  for  its  neighborhood, 
also,  it  will  usually  be  necessary  to  consider  several  different  characteristics  in 
order  to  press  for  or  help  plan  an  adult  education  program  that  meets  all  the 
needs  of  the  community. 


B.  Assessing  Day-Care  Requirements 

A  neighborhood's  need  for  day-care  facilities  depends  upon  a  variety  of  con- 
ditions, such  as  availability  of  day-care  at  major  places  of  employment,  avail- 
ability of  retired  relatives  or  neighbors  who  might  care  for  children,  and  the 
number  of  employed  women  with  small  children.  Census  data  can  be  of  value 
to  you  in  assessing  some  of  these  conditions. 
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As  with  most  neighborhood-related  problems,  relevant  data  at  the  block  level 
are  desirable.  However,  the  Block  Statistics  Reports  include  only  a  couple  of 
possibly  relevant  statistics.  One,  the  number  of  persons  62  years  and  over,  is 
a  very  rough  measure  of  potential  part-time  day-care  center  employees.  The 
other,  number  of  families  headed  by  women,  might  be  helpful  in  judging  the 
areas  within  a  neighborhood  where  day-care  center  needs  may  be  greatest. 

The  Census  Tract  Report  presents  information  of  more  direct  interest.  Table 
P-l  furnishes  the  number  of  three  and  four  year  olds  and  the  number  under 
five  by  sex  in  each  tract.  Table  P-2  shows  the  number  of  children  (three  years 
or  older)  enrolled  in  nursery  school  and  in  kindergarten.  Table  P-3  gives  the 
number  of  married  women,  living  with  their  husbands,  with  children  under 
six  years  old  and  the  number  of  such  women  in  the  labor  force  (working  or 
looking  for  work).  Table  P-4  furnishes  median  and  mean  family  income,  the 
number  of  families  in  various  income  brackets,  and  number  and  percent  of 
families  below  the  poverty  level.  It  also  gives  the  number  of  families  below  the 
poverty  level  with  children  under  six  years  old,  the  number  of  such  families 
headed  by  females,  and  related  statistics. 

Census  statistics,  such  as  those  just  mentioned,  may  prove  valuable  to  you  for 
comparing  areas  and  getting  a  rough  idea  of  where  day-care  centers  might  be 
most  needed.  They  do  not  measure  actual  demand,  though.  Additional  infor- 
mation, perhaps  generated  by  door-to-door  canvassing  of  the  neighborhood, 
would  be  required  for  that. 

C.  Housing  Improvement 

Census  tract  and  block  reports  contain  a  great  deal  of  information  which  re- 
flects aspects  of  housing  adequacy.  For  example,  the  number  of  units  lacking 
hot  water,  a  toilet,  or  a  bath  for  private  use,  and  the  number  of  overcrowded 
(1.01  or  more  persons  per  room)  units  is  given  for  each  block.  Similar  infor- 
mation, in  greater  detail,  is  presented  in  Tables  H-l  and  H-2  of  the  tract 
reports.  Information  of  this  kind  can  be  significant  in  a  presentation  or  report 
on  the  need  for  housing  improvement  in  particular  neighborhoods. 


IX.5  OTHER  DATA  SOURCES  FOR  SMALL  AREAS 

By  tapping  the  records  of  the  public  and  private  agencies  in  the  community, 
you  can  gather  a  host  of  useful  information.  Since  current  data  about  popu- 
lation and  social  patterns  in  residential  districts  are  both  required  for  planning 
and  scarce,  a  variety  of  fragmentary  sources  can  be  consulted.  Some  of  the 
most  rewarding  sources  of  small  area,  social  statistics  are  discussed  below: 

•  Records  relating  to  housing  and  land  use  changes  are  available  to  you 
in  the  files  of  municipal  agencies  concerned  with  code  enforcement, 
building  permits,  tax  assessment,  water  billing,  rent  control,  relocation 
and  even  pest  control.  Private  real  estate  boards  of  ten  monitor  vacan- 
cies, sales  and  rentals  and  real  estate  agents  sometimes  have  good 
information  about  particular  localities. 
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•  An  excellent  picture  of  both  housing  changes,  population  movements, 
economic  growth  and  socio-economic  status  shifts  can  be  inferred  from 
the  record  of  utility  companies.  Record  of  connections,  disconnections 
and  rates  of  use  are  the  principal  indicators.  In  some  areas,  utility  com- 
panies develop  elaborate  indicators  and  projections  for  their  own  plan- 
ning needs  and  make  these  available  to  the  public. 

•  Elementary  and  high  school  registration  and  performance  data  provides 
regular,  periodic  essential  information  about  children  and  families  living 
in  a  district.  Annual  sub-area  population  projections  are  often  based  on 
school  registration  information.  The  records  of  technical  schools  and 
institutions  of  higher  learning  can  sometimes  be  broken  down  into  sub- 
areas. 

•  Post  offices  and  telephone  directories  register  changes  of  address.  Pre- 
cinct and  ward  voter  registers  also  indicate  changes  of  residence. 

•  The  degree  of  social  participation  and  cohesion  in  neighborhoods  can 
often  be  inferred  from  election  information  and  related  public  opinion 
polls.  Also  indicative  is  membership  in  churches,  parent-teacher  associa- 
tions, unions,  localized  social,  ethnic  and  recreational  clubs  and  other 
community  organizations. 

•  Information  about  changing  patterns  of  consumptions  may  be  used  to 
infer  population  movements  and  status  changes.  Retail  sales  data  from 
local  business  associations  about  shifts  in  volume,  value,  quality  and 
type  of  merchandise  are  useful.  Information  about  newspaper  and  book 
sales,  television,  radio,  movie  attendance,  library,  sports  and  restaurants 
indicate  changing  cultural  and  recreational  patterns. 

•  Health  department  records,  of  course,  provide  vital  statistics  basic  to 
interim  population  projections  and  data  about  such  things  as  rates  of 
infectious  diseases  and  infant  mortality.  The  epidemology  of  some 
diseases  is  clan-related  and  can  be  most  revealing  of  changing  condi- 
tions. Sometimes  mental  health  records  can  be  used  to  identify  stressful 
environmental  factors. 
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Crime,  fire  and  traffic  accidents  and  violations  may  be  indicators  of 
status  changes  and  of  concentrated  pathology  in  selected  neighbor- 
hoods. 

Public  assistance  and  unemployment  compensation  records  and  records 
from  local  placement  agencies  are  useful  indicators  of  employment  and 
income  trends. 

•  Local  universities  and  colleges  are  sometimes  a  rich  source  of  social 
information.  Social  science  "data  archives"  in  universities  and  "public 
opinion  survey"  agencies  often  supply  useful  specialized  information. 

The  data  sources  listed  above  provide  clues  to  social  changes  and  movements 
in  residential  districts,  but  they  must  be  used  with  discretion  and  judgment 
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since  their  reliability  varies.  Lacking  an  annual  local  census,  they  should  be 
regarded  as  statistical  improvisations,  since  certain  ingenuity  is  involved  in 
their  adaption  and  interpretation. 

Regarding  Business  Sector  information  it  is  crucial  that  CDOs  have  informa- 
tion about  both  an  establishment's  existing  products  and  its  current  employ- 
ment levels.  For  qualitative  information  about  establishments,  secondary  data 
sources  are  often  sufficient.  The  U.S.  Census  is  the  largest  source  of  secondary 
data  available.  However,  the  identity  of  individual  establishments  is  confiden- 
tial information,  so  the  Census  is  not  of  much  use  to  you  for  areas  smaller 
than  the  county.  Small  area  planners  must  rely  on  other  sources  of  data  such 
as  public  agencies  and  local  government  services. 

Branch  plants  of  national  corporations  —  usually  very  large  employers  —  can 
usually  be  singled  out  by  inspection  or  by  reviewing  the  local  want  ads.  These 
same  establishments  are  often  listed  in  state  industrial  directories  that  can  be 
found  in  libraries  and  at  the  local  chamber  of  commerce. 

Finding  the  large  employers  should  pose  no  problem.  It  is  the  small  manufac- 
turer and  wholesaler,  and  the  local  service  industry  that  may  be  troublesome. 
The  best  data  sources,  revised  every  year,  are  the  local  phone  directories  and 
yellow  pages.  In  areas  within  larger  metropolitan  areas,  "reverse  directories" 
listed  by  street  addresses  are  available.  Thus,  once  the  community  boundaries 
are  demarcated  on  a  street  map,  you  can  use  the  reverse  directory  to  prepare 
a  master  list  of  all  commercial  outlets  in  the  community.  You  then  recheck 
these  with  the  local  yellow  pages  for  additional  information  on  the  firms' 
product  listings  and  classifications  according  to  the  Standard  Industrial 
Classification  (SIC)  codes. 

Another  extremely  valuable  source  of  information  on  the  business  sector  is 
the  Integrated  Economic  Census  Program  begun  in  1954.  This  program  was 
extended  in  1972  to  include  the  following  censuses: 

•  retail  trade 

•  wholesale  trade 

•  selected  service  industries 

•  construction  industries 

•  manufacturers 

•  mineral  industries 

•  transportation 


An  excellent  and  concise  guide  to  these  censuses  was  issued  in  November, 
1973,  by  the  U.S.  Department  of  Commerce,  Bureau  called  the  Mini-Guide  to 
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the  1972  Economic  Censuses.  Although  most  of  the  geographic  areas  for 
which  data  are  available  are  at  the  larger  regional  level,  there  is  a  host  of  speci- 
fic information  on  selected  small  business  areas.  You  will  find  it  specially 
helpful  to  acquaint  yourself  with  these  economic  censuses  by  using  this  mini- 
guide.  Figure  IX. 5  is  a  summary  chart  of  the  major  data  items  covered  in  the 
economic  censuses. 
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Figure  IX.5 


Major  Data  Items  Collected  in  the  Economic  Censuses 


Number  of  employes 

Production  f Construction )  workers  - 

quarterly 

All    other   employees 

Total „ 

Payrolls 

Production    (Construction)    workers 

wages . , 

All  other  employees 

Total...  . ., , 

Operating  expenses  including  payroll., 

Supplemental  labor  costs 

Legally  required 

Voluntary  programs 

Total 

Production  worker  man-hours  quarterly. 


Cost  of  materials,  etc. 

Materials,  supplies,  etc... 

Speci  fie  materials 

Products  bought  and  resold. 

Fuels  consumed 

Specific  fuels  consumed . . . . 

Purchased  electricity 

Contract  work 

Total 


Economic  Censuses 


Mineral 
I ndustries 


I nventories 

By  state  of  fabrication. 
Total 


Capital  expenditures 

New  structures  and  additions 

New  machinery  and  equipment 

Used  plant  and  equipment 

Mineral  development  and  exploration. 
Total 


Quantity  of  electricity 

Purchased 

Generated 

Electricity  sold 


Gross  value,  fixed  assets 

Buildings  and  other  structures 

Machinery  and  equipment 

Mineral  properties 

Total 


Total  sales  (receipts) 

Merchandi  se  (commodi  ty  >  1 i  nes . 
Value  of  shipments  or  products.. 

Speci  fie  product  s 


Legal  form  of  organization. 
Water  use 


Rental  payments,  total.... 
Building  and  structures. 
Machinery  and  equipment . 


Manu- 
facturing 


Wholesale 
Trade 


Retail 
Trade 


'X 


Selected 
Services 


Construc- 
tion 


*x 


*Data  collected  on  a  sample  basis  only.   Totals  will  be  available  only  at  the  V.S. 
the  census  of  wholesale  trade,  sample  includes  merchant  wholesalers  only. 
Used  plant  and  equipment  collected  separately. 


level.       For 


IX.30 


association  E 


strong  association  m 


CHAPTER  X 
PROJECT  EVALUATION 


CHAPTER  SUMMARY 

While  evaluation  is  a  loosely  used  word  signifying  different  things  to  different 
people,  it  is  important  that  a  CDO  understand  the  various  categories  of 
evaluation  and  the  basic  concepts  behind  them. 

This  chapter  begins  with  a  discussion  of  the  purpose  of  evaluation  and  an 
overview  of  its  basic  concepts.  Then  it  describes  and  compares  various  meth- 
ods of  evaluation,  including  the  goals  achievement  matrix,  cost-effectiveness 
studies,  cost-benefit  analysis,  the  project  balance  sheet,  and  various  scorecard 
techniques.  The  concluding  section  presents  an  overview  of  the  methods  and 
some  suggestions  for  selecting  a  framework  and  carrying  out  an  evaluation 
study. 

This  chapter  does  not  cover  what  is  commonly  referred  to  as  process  evalua- 
tion, as  that  is  covered  in  Chapter  V.  Neither  has  the  chapter  been  designed 
to  serve  as  a  cookbook  which  will  allow  one  to  evaluate  a  project,  because,  as 
the  reader  will  discover,  doing  an  actual  evaluation  is  as  much  an  art  as  it  is  a 
science. 

HOW  THE  CHAPTER  IS  USEFUL 

There  are  two  important  uses  of  project  evaluation:  1)  as  an  internal  tool  to 
assure  that  decisions  on  choice  of  projects  are  compatible  with  CDO  goals, 
and  2)  as  a  tool  for  showing  governing  agencies  and  others  the  decision 
making  that  led  to  the  choice  of  particular  projects.  The  second  reason  for 
project  evaluation  is  tied  to  the  issue  of  accountability  addressed  in  the 
beginning  of  Chapter  V.  If  a  CDO  can  show  that  a  project  was  selected 
through  a  rational  process,  for  good  reasons,  then  even  if  it  fails  it  will  be  in  a 
better  position  than  it  would  be  having  to  explain,  "our  director  had  this 
bright  idea  at  two  in  the  morning  to  .  .  .  ,  unfortunately  it  didn't  work  and 
we  lost  our  money." 

This  chapter  is  more  technical  than  others.  It  is  being  assumed  that  CDOs  are 
eventually  going  to  be  held  more  accountable  over  time.  Currently  individual 
government  agencies  have  their  own  specific  methods  of  evaluation.  Become 
familiar  with  them!  The  underlying  concepts  they  use  are  explained  here.  If 
CDOs  become  familiar  with  these  concepts,  they  will  be  in  a  better  position 
to  plan  their  projects  and  defend  their  performance. 
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X.l   DIFFERENT  USES  OF  EVALUATION 

Project  evaluation  can  lead  to  more  efficient  and  more  effective  projects  as  a 
result  of  systematic,  careful  analysis  of  project  consequences  and  costs. 
Project  evaluation  can  be  useful  to  a  CDO  when  a  project  is  in  the  design  or 
planning  stage,  when  the  project  is  being  implemented,  and  after  the  project 

Figure  X.l 

filSUffin^"^9*  onte  evQ'UQt'on— ^provides  project  choice 
implementation  |~>»process  evaluation — ►monitors  performance 
project  |  ~" 

implementation  |-»>ex  post  evaluation— -►documents  success 


has  been  completed.  However,  since  the  purpose  of  evaluation  varies  with 
each  of  these  stages,  it  is  useful  to  introduce  terminology  which  distinguishes 
among  them. 

Ex  ante  evaluation  is  concerned  with  the  anticipated  consequences  of  a  pro- 
posed project  in  terms  of  its  objectives.  It  can  play  an  important  role  in  the 
choice  among  alternative  projects  and  in  the  design  and  improvement  of 
project  plans.  On-going  evaluation  or  process  evaluation  is  concerned  with  a 
project  in  operation.  Evaluation  at  this  stage  is  intended  to  monitor  the  pro- 
ject's performance  and  to  suggest  changes  in  current  operations.  In  addition 
to  assessing  the  program's  attainment  of  its  objectives,  on-going  evaluation 
includes  administrative  monitoring  of  financial  flows,  accounting  systems  and 
other  record  keeping,  and  managerial  performance.  Ex-post  evaluation  or 
impact  evaluation  documents  the  extent  to  which  a  completed  project  has 
met  its  objectives.  Evaluation  at  this  stage  can  be  used  to  demonstrate  a  pro- 
ject's success  to  granting  agencies  or  project  sponsors.  It  can  also  suggest  ways 
future  projects  may  be  designed  to  take  advantage  of  experience  gained  on  the 
completed  project.  Emphasis  in  this  chapter  is  on  ex  ante  evaluation  but  the 
methods  to  be  discussed  can  be  used  in  evaluation  at  any  of  the  three  stages, 
the  main  difference  being  the  amount  and  accuracy  of  project  data  avail- 
able at  each  stage.  (This  chapter  does  not  contain  discussions  of  procedures 
for  administrative  monitoring  or  data  collection.) 

An  important  part  of  the  development  process  consists  of  identifying  possible 
projects.  However,  given  the  limited  resources  of  a  CDO  and  the  limited 
number  of  projects  which  can  be  undertaken,  it  is  particularly  important  to 
determine  how  alternative  projects  may  vary  in  terms  of  their  effects  on  the 
community's  wellbeing.  This  identification  of  the  comparative  advantages  and 
disadvantages  for  the  community  of  different  courses  of  action  is  best  carried 
out  under  a  systematic  and  logical  framework.  Yet,  it  should  be  stressed  at  the 
outset  that  such  evaluation  need  not  be  an  elaborate,  sophisticated,  complex 
drain  of  resources.  There  are  numerous  analytical  frameworks,  each  appro- 
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priate  in  different  situations  and  each  individually,  as  well  as  collectively,  ex- 
hibiting a  considerable  range  in  data,  manpower,  and  skill  requirements. 

No  evaluation  method  is  by  itself  a  decisionmaking  device.  There  is  no  simple 
formula  which  decides  if  a  project  should  be  undertaken.  Indeed,  evaluation  is 
at  least  as  much  an  imprecise  art  as  it  is  a  science.  Yet  it  can  be  an  extremely 
valuable  aid  to  decisionmaking.  Evaluation  enables  a  wiser  choice  among 
alternative  projects  by  making  decisionmakers  more  aware  of  consequences 
for  the  community  of  particular  alternatives,  by  encouraging  systematic 
thought  and  analysis,  by  reducing  the  role  of  uninformed  judgement,  and  by 
making  better  known  the  nature  of  the  uncertainties  and  risks  involved.  More- 
over, the  very  inclusion  of  evaluation  in  the  decisionmaking  process  serves  as 
evidence  to  defend  the  resulting  decision  itself  as  having  been  borne  of  a  legit- 
imate, deliberate,  systematic  analysis  rather  than  an  ad  hoc  subjective, 
personal  choice. 

Project  evaluation  also  can  enhance  the  value  of  the  citizen  participation 
process  by  enabling  the  community  to  be  better  informed,  and  therefore,  to 
discuss  alternatives  more  intelligently.  A  good  evaluation  study  will  identify  a 
project's  impact  on  different  groups  within  the  community,  thereby  inten- 
sifying community  participation  and  revealing  possible  unintentional  adverse 
effects  on  certain  groups. 

Substantial  benefit  from  evaluation  may  be  gained  well  before  the  citizen 
participation  and  the  decisionmaking  stages.  Evaluation  can  play  a  significant 
role  in  the  preliminary  project  design  stage.  If  it  becomes  apparent  that  a  pro- 
posed project  has  an  unsatisfactory  impact  in  terms  of  specific  community 
goals  or  groups,  the  project's  design  may  be  modified  and  then  reevaluated. 

In  short,  evaluation  should  be  an  integral  part  of  project  design  and  selection. 
Preliminary  evaluation  can  be  used  to  eliminate  some  possibilities  and  to 
modify  others.  This  can  be  used  to  facilitate  more  focused,  informed,  and  pro- 
ductive citizen  involvement  and  decisionmaking.  Moreover,  if  ex  ante  evalua- 
tion is  part  of  the  project  choice  stage,  the  chances  for  meaningful  on-going 
and  ex  post  evaluation  are  increased  through  added  awareness  of  key  data  to 
be  collected  and  analyzed  in  the  course  of  the  project. 

X.2  BASIC  CONCEPTS  USED  IN  EVALUATION 

Before  describing  in  the  next  section  the  various  methods  of  frameworks  for 
evaluation,  it  is  useful  to  point  out  aspects  or  dimensions  which  all  of  the 
methods  share.  The  methods  will  be  discussed  in  terms  of  how  they  differ  in 
their  treatment  of  these  aspects  of  evaluation,  particularly  1)  objectives, 
2)  incidence,  and  3)  timing.  Each  of  these  dimensions  is  discussed  in  turn. 

A.  Defining  the  Specific  Objectives  of  a  Project 

In  Chapter  II  some  effort  was  put  into  the  formulation  of  organizational  goals 
and  the  specification  of  well  defined  objectives.  Eventually,  these  objectives 
led  to  workable  projects.  Thus,  each  project  had  an  objective  or  set  of  objec- 
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tives.  Before  you  can  evaluate  there  has  to  be  some  basis  for  the  evaluation. 
This  basis  must  be  provided  by  the  objectives  of  the  project.  Simply  stating 
that  the  objective  is  to  improve  community  welfare,  or  making  some  other 
similarly  general  statement,  will  not  suffice.  Project  objectives  should  be 
stated  specifically,  e.g.,  provide  job  training  and  placement  for  unemployed 
community  residents,  or  attract  employers  of  local  residents  to  available 
facilities. 


Figure  X.2 
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This  concern  with  objectives  also  brings  matters  into  focus  and  forces  larger 
questions  to  be  answered.  Who  is  to  decide  what  objectives  are  appropriate  for 
the  CDO?  Who  is  to  speak  for  the  community?  The  possibilities  are  many.  A 
CDO's  leaders,  its  project  planners,  its  board  elected  officials,  other  communi- 
ty spokespersons,  and  individual  citizens  each  can  claim  to  know  what  the 
community  wants,  needs,  or  should  get.  The  legitimacy  of  these  claims  is 
not  at  issue  here.  The  key  point  is  that  the  evaluation  process  forces  a  CDO  to 
think  about  community  goals  and  ways  of  measuring  their  attainment. 

Further,  when  two  projects  are  compared,  it  becomes  necessary  to  decide 
whether  extra  attainment  of  certain  goals  is  worth  less  attainment  of  others, 
i.e.,  is  a  certain  amount  of  extra  community  disruption  worth  a  certain 
number  of  additional  jobs?  Thus,  it  is  necessary  not  only  to  define  goals  into 
measurable  objectives,  but  also  to  determine  priorities  and  acceptable  trade- 
offs among  them  (or  more  technically,  to  assign  them  relative  weights).  The 
reader  should  not  decide  at  this  point  that  evaluation  is  an  impossible  luxury 
or  a  paralyzing  Pandora's  box  for  which  the  CDO  has  neither  time,  patience, 
nor  resources.  Pragmatic,  simple  approaches  to  all  aspects  of  plan  evaluation 
are  possible  and  will  be  discussed  in  this  chapter. 

B.  Incidence  —  or  Who  Gains  or  Loses  from  the  Project? 

Another  aspect  of  evaluation  is  incidence.  Specifically,  who  bears  the  project's 
consequences,  whether  beneficial  or  harmful?  Alternative  projects  may  give 
more  to  certain  groups  and  less  to  others.  An  important  role  of  evaluation  is 
to  identify  these  differing  impacts.  However,  in  selecting  among  projects,  the 
need  to  weigh  or  to  determine  priorities  is  implied  again,  this  time  to  decide 
whose  benefits  should  count  more. 
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For  example,  if  one  project  helps  primarily  poverty  level  families  in  the  com- 
munity, while  the  other  helps  a  higher  income  category  of  poor  families, 
choosing  among  the  projects  involves  choosing  among  the  groups.  Similarly, 
when  one  project  design  is  more  beneficial  to  a  particular  group,  choosing 
among  alternative  designs  involves  deciding  how  important  that  group  is. 

C.  The  Concept  of  Time 

In  addition  to  objectives,  attainment  of  objectives,  and  incidence,  projects 
may  vary  according  to  timing.  When  will  the  impacts  occur,  e.g.,  when  will  the 
factory  reach  a  certain  hiring  level?  This  aspect  implies  another  form  of 
weighting  or  determining  priorities.  Which  project  is  better:  one  that  would 
provide  100  jobs  a  year  starting  in  six  months  or  another  that  would  provide 
125  jobs  a  year  starting  in  three  years?  Are  the  extra  jobs  worth  the  delay? 
How  important  is  the  timing? 

D.  A  Decision  Criterion 

Evaluation  studies  are  of  two  basic  types.  Some  are  descriptive  and  some  are 
normative.  Descriptive  studies  merely  describe  the  anticipated  impacts  of  pro- 
jects. They  are  primarily  a  source  of  information  to  help  decisionmakers  make 
a  more  informed  decision.  On  the  other  hand,  normative  studies  actually 
recommend  whether  a  project  ought  to  be  adopted.  Therefore,  normative 
studies  have  an  additional  aspect;  they  need  a  criterion  for  choosing  whether 
the  project  should  be  implemented  or  not.  For  example,  are  the  benefits 
greater  than  the  costs? 

E.  Summary 

So  far,  it  has  been  noted  that  weights  must  be  assigned  to  objectives,  com- 
munity groups,  and  timing.  Also,  it  is  necessary  to  make  estimates,  preferably 
quantitative,  of  goal  attainment,  incidence  (attainment  by  whom),  and  timing 
(attainment  when).  Precisely  estimating  attainment  is  not  easy.  The  analyst 
must  cope  with  problems  such  as  the  treatment  of  unmeasurable  or  intangible 
impacts  of  a  project,  the  estimation  of  indirect  impacts  (for  example,  jobs 
caused  by  the  income  flows  generated  by  direct  project  employment),  and  the 
possibility  of  beneficial  by-products  which  are  of  value  to  the  community  yet 
not  considered  by  the  official  project  goals.  However,  crude  estimates  often 
suffice. 

In  the  next  section,  evaluation  methods  will  be  reviewed  and  compared  with 
respect  to  the  key  aspects  of  project  evaluation  introduced  here,  namely 
objectives,  incidence,  timing,  weights,  and  choice.  Pragmatic  approaches  to 
evaluation  will  be  discussed  for  situations  of  limited  time,  data,  and  other 
resources. 

X.3  METHODS  OF  EX  ANTE  EVALUATION  OR  EVALUATING  THE 
PROJECT  DURING  THE  DESIGN  STAGE 

A.  Descriptive  Goals  Achievement  Matrix 

The  most  comprehensive  approach  to  project  evaluation  is  the  descriptive  or 
positive  goals  achievement  matrix  (GAM).  A  GAM  is  essentially  a  chart  which 


X.5 


shows  the  anticipated  attainment  of  the  project's  goals  and  the  distribution  of 
that  attainment  among  community  groups  (incidence).  There  is  a  column  for 
each  objective  and  a  row  for  each  group  considered  relevant  to  the  study  of 
incidence;  See  Figure  X.3.  Reading  down  a  column  of  the  table,  you  can  see 
how  each  group  is  affected  in  terms  of  a  single  objective,  for  example,  the 
number  of  jobs  anticipated  for  members  of  each  group.  Reading  across  a  row, 
you  can  see  how  a  single  group,  for  example,  the  elderly,  fares  with  respect  to 
all  of  the  objectives.  The  timing  aspect  is  handled  by  presenting  separate 
tables  for  different  years,  generally  years  showing  different  stages  of  the  pro- 
ject, e.g.,  construction,  partial  operation,  and  full  operation. 


Figure  X.3 
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If  column  4  represents  employment,  the  number  1  50  in  that  column,  row  3 
indicates  on  anticipated  impact  of  jobs  for  members  of  the  third  group. 


The  first  step  in  preparing  a  GAM  is  to  determine  the  project's  objectives,  in- 
cluding those  related  to  the  project's  financial  costs  to  the  CDO.  Next  the  rel- 
evant groups  are  identified.  At  this  point  the  GAM  has  been  set  up,  i.e.,  its 
columns  (objectives)  and  rows  (groups)  have  been  labeled.  Now  it  is  time  to 


fill  in  the  entries  of  the  table:  to  what  extent  will  each  objective  be  attained 
and  how  will  the  attainment  be  distributed  among  the  groups?  To  illustrate, 
entries  in  the  column  for  the  objective  of  increasing  employment  indicate  in- 
creases (positive  numbers)  or  decreases  (negative  numbers)  in  the  number  of 
jobs  available  for  particular  groups.  Thus,  an  entry  in  the  column  may  indicate 
the  number  of  jobs  expected  to  be  created  for  teenage  high  school  graduates> 
whereas  another  entry  may  indicate  jobs  for  low  skilled,  female  heads  of 
households. 

The  extent  to  which  you  attempt  to  estimate  each  entry  precisely  depends 
both  on  the  nature  of  the  project  and  the  time  and  resources  available  for 
evaluation.  The  most  explicit  approach  involves  trying  to  estimate  numeri- 
cally the  project's  impact  on  each  group  in  terms  of  each  objective.  However, 
since  the  project  has  not  been  undertaken  yet  in  the  case  of  an  ex  ante  evalua- 
tion, such  estimates  often  can  only  be  crude  ones  based  on  professional  judg- 
ment, rudimentary  feasibility  studies,  tentative  project  designs,  and  related 
experience.  The  other  extreme  of  precise  numerical  estimates  is  to  use  a  plus 
sign  when  a  positive  impact  is  expected  and  a  minus  sign  when  a  negative  one 
is.  Between  the  extremes  are  varying  degrees  of  specificity  using  a  broad 
range,  for  example,  100  —  800  jobs,  or  a  narrower  one,  300  —  500  jobs. 

To  be  more  precise  in  describing  the  project's  impacts  the  analyst  must  de- 
cide, often  only  on  a  judgmental  basis,  how  much  information  it  is  feasible 
and  desirable  to  collect.  Relevant  considerations  in  reaching  that  decision  in- 
clude the  general  magnitude  of  the  project's  impacts,  the  cost  in  time  and 
funds  of  gathering  further  information,  the  benefit  to  the  CDO  in  terms  of  a 
better  understanding  of  the  project's  impact,  and  the  importance  of  a  partic- 
ular goal  or  group. 

The  GAM  framework  can  be  used  to  describe  differences  among  projects,  as 
well  as  to  describe  single  projects.  When  comparing  two  projects  with  a  single 
GAM,  the  entries  represent  the  differences  between  the  projects.  For  example, 
if  Project  A  would  provide  300  jobs  for  teenagers  and  150  for  female  heads  of 
households,  whereas  B  would  provide  500  for  teenagers  and  none  for  female 
heads,  the  comparative  GAM  (Project  A  minus  Project  B)  would  show  entries 
of  —200  in  the  teenager  row  (because  A  provides  200  less  such  jobs)  and 
+150  in  the  female  head  row  (because  A  provides  150  more  such  jobs). 

The  issue  of  precision  is  similar  in  the  comparative  case,  but  added  consider- 
ations in  deciding  how  precisely  to  estimate  depend  on  several  factors.  You 
should  consider  whether  gathering  additional  information  will  help  you  de- 
termine which  project  is  better  in  terms  of  a  particular  objective  or  group. 
You  should  also  consider  whether  the  difference  between  the  projects  on  a 
particular  objective  is  likely  to  be  of  sufficient  magnitude  and  importance  to 
be  estimated  precisely.  Since  the  purpose  of  a  GAM  is  to  present  information 
enabling  an  informed  selection  either  between  alternative  projects  or  whether 
to  undertake  a  single  project,  this  may  be  prepared  in  stages  as  the  decision- 
maker requests  more  information  and  precision  on  specific  entries  important 
to  him  and  crucial  to  the  decision.  Regardless  of  the  degree  of  precision  of  the 
GAM  entries,  the  exercise  of  systematically  filling  out  a  GAM  helps  the  CDO 
become  more  aware  of  what  the  project  may  accomplish,  what  it  will  not  do, 
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whom  it  may  help,  whom  it  may  penalize,  and  whom  it  may  ignore.  In  addi- 
tion, it  causes  the  CDO  to  think  about  which  goals  are  important  for  the 
community  and  which  community  groups  ought  to  be  considered  in  partic- 
ular. Also,  preparing  a  GAM  focuses  attention  on  which  important  impacts  of 
the  project  are  unknown  or  uncertain,  and  which  impacts  are  critical  factors 
in  choosing  among  projects. 

B.  Cost-Effectiveness  Study 

A  cost-effectiveness  study  (CES)  usually  focuses  on  a  single  objective  and  a 
project's  effectiveness  with  respect  to  that  objective.  (The  term  "effective- 
ness" in  a  CES  means  the  same  as  goal  attainment  in  a  GAM.) 

In  order  to  do  a  CES,  it  is  necessary  to  first  select  an  objective  and  a  measure 
of  effectiveness  in  attaining  it,  and  then  to  estimate  the  extent  to  which  the 
project  will  attain  the  objective.  Sometimes  a  CES  is  carried  out  with  multiple 
objectives  combined  into  a  single  measure  of  effectiveness,  but  in  that  case 
you  must  decide  how  the  objectives  are  to  be  weighed  relative  to  one  another, 
e.g.,  are  two  objectives  of  equal  importance  or  should  one  be  counted  more 
than  the  other?  Alternatively,  an  evaluation  study  can  consist  of  a  number  of 
CESs,  each  concerned  with  a  single  objective.  Then  there  need  be  no  formal 
weighting  (although  weights  are  implicitly  assigned  when  a  choice  is  made 
among  competing  projects  on  the  basis  of  the  CESs). 

A  CES  can  be  thought  of  as  the  sum  of  only  one  column  of  a  GAM,  since  the 
CES  measures  attainment  of  only  one  objective.  However,  where  that  GAM 
column  shows  how  goal  attainment  is  distributed  among  groups,  a  CES  seeks 
only  to  determine  the  total  level  of  attainment  of  the  objective.  If  jobs  were 
the  single  objective,  a  comparison  of  projects  A  and  B  in  terms  of  their  effec- 
tiveness would  consist  of  a  comparison  of  the  number  of  jobs  each  would 
generate. 

Timing  can  be  handled  in  two  ways  in  a  CES.  As  with  a  descriptive  GAM,  a 
separate  CES  can  be  prepared  for  different  periods  in  time.  Alternatively,  you 
can  use  a  discount  rate  to  weight  the  impacts  in  different  years.  That  ap- 
proach is  discussed  in  the  section  on  cost-benefit  analysis. 

A  CES  is  usually  intended  to  be  normative,  to  show  which  alternative  project 
is  the  most  cost-effective.  Therefore,  you  need  a  choice  criterion.  There  are 
three  such  criteria  depending  on  the  budget  and  the  question  being  asked. 

•  When  the  situation  is  one  of  a  fixed  budget  to  be  spent,  for  example, 
a  specific  grant  from  a  funding  source,  then  the  essential  question  is 
which  project  or  group  of  projects  costing  that  amount  brings  the  most 
goal  attainment. 


« 


The  choice  criterion  is  based  on  the  highest  effectiveness,  for  example 
the  most  housing  units  of  a  certain  standard. 


•  When  the  situation  is  one  of  attaining  a  specific  level  of  effectiveness, 
e.g.,  attracting  five  employers  to  a  proposed  industrial  park  or  rehabili- 
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tating  30  housing  units,  then  the  essential  question  is  which  project  ox 
group  of  projects  costs  the  least  to  attain  that  level  of  effectiveness.  Thus 
the  choice  criterion  is  the  lowest  cost. 

•  When  neither  the  level  of  attainment  or  the  budget  is  fixed,  the  cost  and 
effectiveness  together  form  the  criterion.  Each  alternative  project  has  as- 
sociated with  it  levels  of  effectiveness  and  costs.  A  project  should  be 
selected  if  its  additional  effectiveness  compared  to  the  other  projects  is 
deemed  worth  its  extra  cost. 

In  short,  a  CES  is  far  less  comprehensive  than  a  GAM.  The  CES  is  only  an 
appropriate  evaluation  framework  when  one  (or  perhaps  a  few)  objectives  are 
of  primary  importance  and  incidence  is  of  little  concern  beyond  the  specifica- 
tion of  objectives.  Because  of  its  comparatively  narrow  focus,  CES  is  often 
thought  of  as  a  management  technique  rather  than  as  a  comprehensive 
planning  tool.  The  CES  is  generally  not  used  to  evaluate  a  project  with  diverse 
impacts  on  diverse  community  groups. 


C.  Cost-Benefit  Analysis 

Cost-benefit  analysis  (CBA)  is  a  normative  evaluation  technique.  This  com- 
pares what  the  community  gains  from  the  project  benefits  to  what  the  com- 
munity must  forego  in  order  to  achieve  it  (costs).  If  the  benefits  are  greater 
than  the  costs,  the  project  is  said  to  increase  the  community's  welfare,  be- 
cause the  community  gains  some  things  which  are  valued  more  than  the  things 
it  must  give  up. 

CBA  is  able  to  incorporate  a  full  range  of  objectives  as  does  the  descriptive 
GAM.  However,  to  obtain  a  single  total  for  benefits  of  the  project  the  levels  of 
attainment  of  the  various  objectives  must  somehow  be  combined.  In  other 
words,  weights  must  be  assigned  to  each  objective.  The  weighting  system  used 
in  CBA  is  based  on  willingness  to  pay.  How  much  money  would  people  be 
willing  to  pay  for  the  benefits  stemming  from  the  project?  All  benefits  of  a 
project,  be  they  as  varied  as  the  relation  obtained  in  a  neighborhood  park  and 
the  employment  made  possible  by  that  park,  are  assigned  dollar  values  based 
on  estimates  of  willingness  to  pay.  The  sum  of  such  values  for  all  the  benefits 
of  the  project  is  the  estimate  of  total  benefits. 

Typically,  the  starting  point  of  a  CBA  is  not  a  listing  of  objectives  of  the 
CDO,  as  is  the  case  with  a  GAM.  Instead,  a  CBA  begins  by  listing  all  the  anti- 
cipated benefits  and  costs  of  the  proposed  project.  Implicitly,  it  is  assumed 
that  anything  the  community  values  should  be  included  in  the  evaluation  as 
either  a  benefit  or  a  cost.  However,  this  broader  view  of  a  project's  objectives 
may  be  less  helpful  to  a  CDO  which  has  its  own  perspective  on  worthwhile  ob- 
jectives for  the  community's  development.  The  best  procedure  may  be  to 
begin  by  listing  both  project  objectives  and  project  benefits  and  costs.  Then 
the  benefits  and  costs  lists  can  be  reduced  to  those  consequences  relevant  to 
the  objectives  of  the  CDO.  Also,  the  original  list  of  benefits  and  costs  may 
suggest  modifications  and  additions  to  the  list  of  CDO  objectives. 
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Putting  dollar  values  on  all  the  project's  benefits  and  costs  is  not  an  easy 
undertaking.  When  available,  market  prices  serve  as  a  guide,  but  even  these  are 
only  approximations  for  a  variety  of  reasons,  including  limited  competition, 
benefits  or  costs  to  individuals  other  than  the  one  purchasing  the  good  (exter- 
nalities), and  the  fact  that  many  individuals  would  be  willing  to  pay  more 
than  the  current  market  price,  if  that  were  necessary,  to  obtain  a  good  (con- 
sumer's surplus).  Moreover,  the  benefits  of  many  types  of  projects  are  not 
goods  and  services  sold  on  the  market,  so  there  are  no  directly  observable 
market  prices.  Examples  are  the  dollar  value  of  time  saved  for  transportation 
projects  and  the  dollar  value  of  lives  saved  and  pain  avoided  for  health.  These 
pose  important  evaluation  problems  for  which  no  obvious  market  prices  exist. 
Proxies  are  often  used.  For  example,  a  common  valuation  of  the  benefits 
received  from  a  job  training  or  educational  program  is  the  expected  increment 
in  lifetime  earnings  of  the  trainee. 

In  short,  estimating  benefits  and  costs  in  dollar  terms  may  require  consider- 
able creativity,  as  well  as  awareness  of  the  underlying  theoretical  structure  of 
CBA.  Thus  there  is  no  easy,  computerized,  mechanical  "cook  book"  process 
for  you  to  follow.  Sometimes  observed  market  prices  of  similar  goods  or  ser- 
vices are  available  and  serve  as  imprecise  estimates  of  people's  willingness  to 
pay  for  the  project's  benefits.  For  example,  the  dollar  value  of  the  benefits 
from  swimming  in  a  new  community  pool  might  be  estimated  by  the  amount 
people  are  willing  to  pay  to  swim  at  a  nearby  YMCA  or  other  private  swim 
club  with  comparable  services  and  conditions.  However,  in  many  cases,  ev- 
idence of  people's  willingness  to  pay  will  be  difficult  to  muster. 

Incidence  is  traditionally  not  treated  explicitly  in  CBA.  A  dollar's  benefit  is  a 
dollar's  benefit  "to  whomever  it  may  occur".  However,  incidence  is  a  part  of 
CBA  implicitly,  because  wealthier  people  are  willing  and  able  to  pay  more 
than  poorer  people  for  benefits  they  value.  Thus,  in  a  CBA,  tennis  courts  foi 
a  higher  income  neighborhood  may  generate  greater  dollar  benefits  (based  on 
willingness  to  pay)  than  a  minibus  service  for  the  elderly  to  a  community 
center  and  health  clinic.  In  short,  the  dollar  values  or  weights  used  in  CBA  re- 
flect the  prevailing  income  distribution.  If  that  distribution  is  considered  un- 
acceptable, invalid,  wrong,  inefficient,  immoral,  or  otherwise  undesirable,  so 
must  be  the  CBA  which  incorporates  the  price  structure  and  willingness  to 
pay  that  are  generated  by  that  system. 

The  differential  timing  of  impacts  is  also  handled  by  weighting  in  CBA.  The 
benefits  and  costs  are  expressed  in  terms  of  present  value.  The  underlying 
question  is  what  is  the  present  value  of  the  benefits  which  will  occur  in  the  fu- 
ture. In  other  words,  what  is  it  worth  to  the  community  today  that  in  a  cer- 
tain future  year  specific  benefits  will  be  obtained?  This  part  of  CBA  reflects 
the  fact  that  individuals  are  not  indifferent  to  the  timing  of  events.  For  ex- 
ample, most  individuals  would  rather  have  $100  now  than  $100  a  year  from 
now.  In  fact,  those  individuals  who  are  willing  to  forego  the  $100  for  a  year 
will  be  given  $106  in  a  year  by  a  bank  paying  6  percent  annual  interest.  Thus, 
at  a  6%  interest  rate,  $106  a  year  from  now  has  a  present  value  of  $100.  Sim- 
ilarly, a  CDO  may  prefer  to  have  100  jobs  available  this  year  rather  than  125 
jobs  the  next  year.  In  that  case,  its  "interest"  rate,  the  weight  you  use  to  com- 
pare benefits  which  occur  in  different  time  periods,  is  at  least  25%. 
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In  CBA  that  "interest"  rate  is  referred  to  as  a  discount  rate.  You  use  it  to 
discount  or  count  as  less  valuable  the  benefits  which  occur  further  into  the 
future.  More  distant  benefits  have  a  lower  present  value.  (See  Appendix  X.l 
for  a  discussion  of  the  arithmetic  of  the  discount  rate.) 

The  level  of  the  discount  rate  used  in  CBA  can  play  a  crucial  role  in  deciding 
whether  a  project  has  greater  benefits  than  costs.  The  lower  the  discount  rate 
the  more  favorable  it  is  to  projects  with  relatively  early  costs,  such  as  a  dam 
with  long  term  benefits  in  terms  of  electricity,  flood  control,  and  recreation, 
or  a  housing  project  with  high  initial  costs  for  land  acquisition,  site  clearance, 
and  construction,  but  longer  term  residential  benefits. 

Although  the  discount  rate  is  a  crucial  element  in  CBA,  there  is  no  profession- 
al consensus  as  to  a  specific  discount  rate  which  should  be  used.  There  is  gen- 
eral agreement  that  the  underlying  principle  should  be  that  of  opportunity 
cost.  In  essence,  the  project  should  return  as  much  as  the  resources  devoted  to 
it  could  have  produced  in  alternative  uses.  However,  there  is  little  agreement 
beyond  that  theoretical  concept.  Agreements  have  been  made  that  the  dis- 
count rate  should  be  based  on:  1)  the  rate  at  which  private  citizens  are  willing 
to  loan  their  money  (time  preference),  2)  the  rate  of  return  on  investments  in 
the  private  sector,  and  3)  the  cost  of  borrowing  to  governments.  Moreover,  it 
has  been  argued  that  various  versions  of  these  rates  should  be  adjusted  upward 
or  downward.  For  example,  some  economists  advocate  adjusting  downward 
the  private  rate  of  return  (roughly,  14—18%  before  taxes)  so  as  to  recognize 
the  greater  risk  in  the  private  sector  compared  to  government  projects. 

Fortunately,  because  of  the  convergence  of  some  of  the  above  rates  the  ques- 
tion of  what  rate  to  use  for  a  CBA  is  less  complex  than  the  underlying  issues. 
A  discount  rate  of  6.75  to  7.25  is  justified  by  both  cost  of  borrowing  and 
sometimes  preference  arguments;  and  a  rate  of  15%  is  justified  on  the  basis  of 
private  sector  return.  Probably  your  best  approach  in  carrying  out  a  CBA  is 
what  is  known  as  sensitivity  analysis.  Then  various  arbitrary  interest  rates  be- 
tween 5%  and  25%  are  selected.  Then  if  a  project  has  net  benefits  at  15%,  but 
passes  at  10%,  the  project  evaluation's  sensitivity  to  the  discount  rate  has  been 
identified.  Similarly,  if  it  only  passes  at  7%,  you  can  identify  its  marginal 
nature  by  CBA  criteria.  In  short,  sensitivity  analysis  using  7%,  10%,  and  15% 
rates  will  identify  unsuccessful,  borderline,  and  successful  projects  under  CBA 
principles. 

A  project  has  more  benefits  than  costs,  and  thereby  passes  the  CBA  test:  if 
the  ratio  of  the  present  value  of  the  costs  is  greater  than  one,  or  if  the  present 
value  of  net  benefits  (benefits  -  costs)  is  greater  than  zero.  A  project  which 
passes  one  of  these  tests  also  passes  the  other  because  of  their  arithmetical 
interrelationship.  However,  when  choosing  among  a  number  of  mutually  ex- 
clusive projects,  their  ranking  is  not  unchangeable  between  the  criteria.  If  the 
CDO's  budget  is  fixed  or  if  projects  are  mutually  exclusive,  which  generally  is 
the  case,  you  should  select  the  project  with  the  greatest  present  value  of  net 
benefits.  Other  projects  may  have  higher  benefit-cost  ratios  but  their  imple- 
mentation would  generate  less  total  net  benefits  for  the  community. 

CBA  can  be  considered  to  be  a  special  case  of  a  GAM,  as  was  CES.  Where  a 
CES  ignores  all  but  one  column  of  the  GAM  and  then  merely  takes  the  sum  of 
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that  column,  i.e.,  ignoring  incidence,  CBA  takes  the  full  GAM  into  considera- 
tion. However,  the  entire  table  is  collapsed  into  a  single  number!  The 
willingness-to-pay  weights  are  used  to  aggregate  objectives,  i.e.,  add  together 
columns,  with  costs  being  negative  goal  attainment.  There  is  no  difference 
among  groups  for  incidence,  so  benefits  by  group  are  simply  added  together, 
i.e.,  the  rows  of  each  column  are  added  together.  The  various  tables  of  a  des- 
criptive GAM  which  describe  various  time  periods  are  also  collapsed  into  one, 
using  the  discount  rate.  Thus,  instead  of  the  explicit,  descriptive  set  of  tables 
in  a  GAM,  a  single  number  with  normative  implications,  i.e.,  the  project's 
present  value,  results  from  a  CBA. 

Although  CBA  may  be  described  as  a  collapsed  GAM  with  all  objectives  and 
timing  being  assigned  weights  and  community  groups  being  treated  equally, 
the  process  of  doing  a  CBA  does  not  entail  constructing  a  GAM.  As  noted,  in 
CBA  it  is  not  necessary  to  specify  the  objectives  of  the  CDO  and  to  determine 
which  community  groups  are  important  for  studying  incidence.  Instead,  the 
analyst  begins  by  listing  all  consequences  or  impacts  over  time  of  the  project, 
both  benefits  and  costs.  Then  you  attempt  to  assign  dollar  values  to  them. 
Finally,  you  use  a  discount  rate  to  calculate  the  project's  present  value,  adding 
together  the  net  benefits  over  time. 

The  overall  value  of  CBA  stems  from  its  normative  implications,  namely  that 
the  project  will  have  a  positive  net  benefit  on  the  community.  Its  normative 
claim  is  strengthened  by  the  argument  that  those  benefits  have  been  valued  by 
amounts  reflecting  the  community's  preferences  as  shown  by  their  willingness 
to  pay.  Thus,  CBA  is  democratic  in  spirit;  people's  preferences  are  used  to 
evaluate  a  project  and,  therefore,  its  acceptance  or  rejection  by  CBA  depends 
on  the  people's  choice.  Moreover,  the  economic  rationale  of  CBA  is  appealing. 
A  project  is  only  approved  if  it  generates  more  benefits  than  costs;  in  other 
words,  if  it  provides  something  you  value  more  than  something  you  have  to 
give  up.  The  analogy  is  obvious  between  CBA  for  public  or  non-profit  ven- 
tures and  the  market  test  of  profitability  for  private  firms.  Probably  its  demo- 
cratic, private  enterprise  dimensions  explain  in  no  small  measure  why  CBA  is 
the  required  form  of  project  evaluation  for  numerous  government  programs. 

However,  from  a  community  development  perspective,  the  very  characteristic 
which  gives  CBA  the  claim  to  "speak  for  the  people"  is  its  greatest  weakness. 
As  mentioned,  the  "votes"  in  CBA  are  distributed  in  part  by  income  distribu- 
tion, since  willingness  to  pay  (the  measure  of  people's  preferences)  depends  in 
part  on  income  and  wealth.  Thus  a  CDO  may  prefer  not  to  use  CBA  and  in- 
stead use  a  method  which  enables  it  to  specify  weights  and  priorities  that  are 
not  based  on  willingness  to  pay.  For  instance,  to  the  CDO  it  may  be  more  im- 
portant to  provide  job  training  than  entertainment  shows,  but  individuals  may 
be  willing  to  pay  more  for  the  entertainment.  However,  if  the  CDO  substitutes 
weights  or  values  of  its  own  determination,  reflecting  perhaps  its  perception 
of  the  community's  preferences,  the  CDO  should  keep  in  mind  that  it  may  be 
charged  with  autocratic,  elitist  behavior  in  rejecting  those  community  prefer- 
ences (as  revealed  in  the  market  place,  no  matter  how  flawed  that  revelation 
may  be.)  Thus,  it  behooves  the  CDO  to  make  an  honest  attempt  to  discover 
community  and  individual  preferences  instead  of  casually  substituting  its  own 
perceptions. 
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D.  Project  Balance  Sheet 

The  project  balance  sheet  (PBS)  is  an  extension  of  CBA.  It  incorporates  the 
basic  principles  underlying  CBA,  but  treats  incidence  and  intangible  effects 
more  explicitly.  The  balance  sheet  has  rows  for  each  relevant  group,  as  does 
the  GAM,  but,  in  contrast  to  the  GAM,  it  does  not  require  an  explicit  state- 
ment of  project  objectives. 

Instead,  it  merely  has  two  columns,  one  for  benefits  and  one  for  costs.  Like  a 
descriptive  GAM,  it  can  describe  a  single  project  or  show  differences  between 
projects. 

Preparation  of  a  PBS  involves  the  same  procedures  as  CBA,  but,  in  addition, 
you  must  identify  the  distribution  of  benefits  and  costs  among  the  relevant 
community  groups.  Moreover,  all  the  benefits  and  costs  are  not  simply  added 
together  for  the  entire  community.  Instead,  each  row  shows  the  benefits  and 
costs  for  a  particular  group.  Thus  the  PBS  is  really  a  set  of  CBA's,  one  for 
each  group.  This  explicit  attention  to  community  groups  may  reveal,  for 
example,  that  a  project  would  not  generate  more  benefits  than  costs  for  a 
number  of  community  groups,  although  it  would  do  so  for  the  community  as 
a  whole.  The  tabular  display  of  incidence  in  the  PBS  might  make  apparent 
noteworthy  effects  on  community  groups  which  would  not  be  recognize'd  in 
the  process  of  carrying  out  a  CBA  from  a  community-wide  perspective. 

Generally  in  preparing  a  CBA,  the  analyst  does  not  place  dollar  values  on  all 
benefits  and  costs.  Typically,  such  intangible  benefits  as  added  community  es- 
teem or  individuals'  feelings  of  accomplishment,  and  quantifiable  benefits, 
such  as  reduced  crime  or  noise  levels,  are  not  expressed  in  dollar  terms.  How- 
ever, it  should  be  noted  that  what  is  intangible  rather  than  quantifiable  and 
what  is  quantifiable,  but  not  in  dollar  terms,  both  depend  on  the  ingenuity 
and  resources  of  the  analyst.  Dollar  estimates  could  be  made  of  the  value  to 
individuals  of  each  of  the  benefits  mentioned  here.  However,  the  important 
point  is  that  most  CBA's,  in  fact,  do  not  express  all  benefits  and  costs  in 
dollar  terms.  Therefore,  not  all  impacts  are  included  in  the  normative  sum- 
mary measure,  be  it  the  present  value  of  net  benefits,  the  benefit-cost  ratio,  or 
the  internal  rate  of  return. 

Although  intangible  effects  and  non-dollar  quantified  effects  of  a  project 
usually  are  discussed  in  the  text  of  a  CBA  report,  it  can  be  argued  that  those 
effects  tend  to  be  overshadowed  by  the  effects  which  are  estimated  in  dollar 
terms  and  included  in  the  normative  measure.  Despite  the  care  with  which  the 
the  non-dollar  effects  are  enumerated,  in  time  the  project  becomes  described 
by  the  summary  measure,  and  the  summary  measure  is  given  normative  sig- 
nificance despite  its  incomplete  nature.  The  PBS  tries  to  avoid  this  possibility 
by  listing  explicitly  not  only  the  dollar  values,  but  also  the  other  quantifiable 
and  the  intangible  benefits  and  costs.  See  Figure  X.4. 

In  summary,  a  PBS  has  a  benefit  and  costs  account  which  is  expressed  in  dol- 
lars for  each  group,  but  it  also  has  entries  for  non-dollar  benefits  and  costs. 
Thus  the  PBS  can  be  thought  of  as  disaggregated  CBA  with  explicit  attention 
to  non-dollar  effects  and  incidence.  As  such  it  may  stimulate  a  more  careful 
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project  evaluation.  However,  it  shares  the  disadvantages,  discussed  under  CBA, 
of  the  willingness-to-pay  weights.  As  well,  implicit  in  listing  non-dollar  im- 
pacts is  the  recognition  that  that  the  CBA  summary  measure  is  incomplete 
and  thus  may  have  limited  normative  value.  On  the  other  hand,  by  listing  each 
non-dollar  effect  separately,  while  lumping  together  various  benefits  and  costs 
which  are  expressed  in  dollar  terms,  the  dollar  effects  may  be  overshadowed. 
(Therefore,  it  may  be  useful  to  prepare,  in  addition  to  the  PBS,  a  descriptive 
list  showing  separately  each  dollar  effect  and  each  non-dollar  effect  by  group.) 

A  PBS  also  can  be  thought  of 
Figure  X.4  as  an  incompletely  aggregated 

GAM  with  only  that  goal  at- 
tainment added  together  that 
you  can  express  in  dollar 
terms  and  with  no  attempt  to 
aggregate  over  community 
groups.  However,  the  two  me- 
thods have  a  basic  difference 
in  orientation.  A  PBS  begins 
like  CBA  with  the  questions: 
what  are  th  objectives  of  this 
project  and  which  groups  are 
affected  by  these  objectives? 
Thus,  a  PBS  does  not  require 
the  possibly  useful  exercise  of 
specifying  project  goals.  On 
the  other  hand,  in  starting  by 
listing  consequenceence  rather 
than  objectives,  you  do  not 
risk  omitting  important  effects 
not  directly  related  to  the  ob- 
jectives. 
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E.  Normative  Goals 
Achievement  Matrix 

The  goals  achievement  matrix 
(GAM),    discussed    previously 
as    a    comprehensive,    discrip- 
tive     framework    for    project 
evaluation,  also  can  be  used  in 
a  normative  fashion  for  choos- 
ing among  projects.  However, 
to    do    so,    you    must    assign 
weights     or     values     to     the 
various    objectives    and    com- 
munity   groups    which    make 
up  the  columns  and  rows  of  the  GAM.  Once  the  weights  are  assigned  and  mul- 
tiplied by  the  appropriate  levels  of  goal  attainment,  you  can  add  together  the 
attainment  levels  across  the  various  objectives  and  the  various  groups. 

The  end  result,  just  as  with  CBA,  is  a  single  number  or  score  for  the  project 
which  summarizes  the  entire  set  of  anticipated  effects  of  the  project.  Using 
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normative  GAM,  the  particular  project  which  has  the  highest  score  is  the 
recommended  project.  However,  the  meaning  of  the  score  is  less  precise  than 
the  concept  of  discounted  present  value  used  in  CBA. 

Indeed,  the  CDO  has  considerable  leeway  in  selecting  the  weights  to  assign  to 
each  objective.  As  noted,  CBA  makes  that  determination  on  the  basis  of 
peoples'  preferences  as  indicated  by  market  transactions.  Other  possibilities 
include  questionnaire  surveys  or  interviews  with  community  residents,  leaders, 
and  interest  groups,  as  well  as  specification  of  the  weights  directly  by  the 
CDO,  its  analysts,  or  its  community  board.  However,  since  the  basis  of  the 
weights  used  in  normative  GAM  is  less  rigorously  defined  than  the  willingness- 
to-pay  basis  of  the  weights  in  CBA,  the  CDO  may  find  itself  being  criticized 
for  its  choice  of  weights. 

It  would  be  surprising  to  find  consensus  on  the  weights,  since  diverse  groups 
need  not  have  the  same  priorities.  A  typical  strategy  is  to  calculate  "average" 
weights  from  the  information  gathered,  but  a  more  useful  approach  may  be  to 
carry  out  the  evaluation  of  alternatives  using  the  various  sets  of  weights  put 
forward.  This  form  of  sensitivity  analysis  may  show  that,  although  there  is  no 
consensus  on  weights,  the  disagreement  is  of  little  consequence  because  the 
same  project  is  preferred  with  each  of  the  sets  of  weights.  On  the  other  hand, 
if  different  projects  are  preferred  with  different  weight  sets,  the  evaluation  re- 
sults may  provide  a  basis  for  project  modification  and  compromise  in  order  to 
gain  wider  acceptance  for  the  eventual  choice. 

Community  groups  must  be  identified  for  the  study  of  incidence,  and  weights 
must  also  be  assigned  to  each  of  them.  It  may  be  very  difficult  to  reach  con- 
sensus here,  since  these  weights  determine  who  will  gain  from  the  project 
selection.  One  approach  to  this  dilemma  is  to  have  elected  community  offi- 
cials determine  the  weights,  but  their  choice  may  reflect  voting  power  and  be 
inconsistent  with  the  CDO's  perception  of  need. 

Perhaps  the  greatest  shortcoming  of  a  weighting  system  such  as  this,  regardless 
of  how  the  weights  are  derived,  is  that  weights  can  be  expected  to  change  with 
the  level  of  goal  attainment.  For  example,  reducing  illiteracy  becomes  a  less 
critical  objective  after  the  literacy  rate  moves  from  60%  to  95%.  This  weight- 
ing difficulty  can  be  overcome  partially  by  defining  objectives  in  steps,  such  as 
increasing  the  literacy  rate  to  75%  as  one  objective  and  increasing  it  to  95%  as 
a  second,  less  important  objective.  However,  since  the  relative  weight  or 
importance  of  any  one  objective  actually  depends  on  the  level  of  attainment 
of  all  the  other  objectives,  the  problem  cannot  be  completely  solved.  In  CBA 
the  assumption  is  made  that  the  project  is  not  large  enough  to  affect  the  rela- 
tive prices  of  goods  and  services,  i.e.,  their  relative  values.  Similarly,  with  a 
normative  GAM  it  can  be  presumed  that  the  weights  are  invariant  over  the 
anticipated  levels  of  goal  attainment.  However,  presumption  may  not  be  ap- 
propriate for  a  large  scale  community  development  project  aimed  at  attaining 
diverse  objectives.     ' 

In  conclusion,  carefully  obtaining  a  single  normative  score  using  the  GAM  ap- 
proach may  not  be  worth  the  effort,  particularly  given  the  probably  limited 
credibility  of  the  weighting  system.  The  main  benefits  of  a  GAM  stem  from 
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the  underlying  consideration  of  objectives,  attainment,  incidence,  and  timing, 
but  these  benefits  may  be  derived  from  the  descriptive  GAM  without  a  need 
to  specify  weights. 

F.  Scorecard  Techniques 

The  term,  scorecard  technique,  refers  to  any  of  a  number  of  relatively  simple 
evaluation  methods  which  consist  of  1)  rankings,  2)  scores,  or  3)  checklists. 
The  first  step  in  scorecarding  is  to  prepare  a  list  of  criteria,  objectives,  or  de- 
sired features  for  the  project.  Then  the  alternative  projects  are  ranked  accord- 
ing to  the  criteria  or  assigned  point  scores  in  some  other  fashion.  The  result  is 
a  descriptive  table  like  a  GAM,  but  with  probably  far  less  detail  regarding 
either  objectives,  attainment,  incidence  or  timing.  See  Figure  X.5. 

Ranking  tables  can  be  prepared  quickly,  but  you  should  be  careful  in  using 
them.  Too  often  simple  procedures  contain  questionable,  hidden  assumptions. 
Sometimes  a  ranking  table  will  show  that  one  alternative  is  better  than  the 
others  on  all  criteria,  but  generally  that  is  not  the  case.  The  temptation  is 
great  to  simply  add  up  the  ranks  and  to  recommend  as  best  the  alternative 
with  the  lowest  score.  (To  illustrate,  a  score  of  30  results  from  2  firsts  (2  x  1), 
1  second  (1  x  2),  2  thirds  (2x3)  and  5  fourths  (5  x  4)  on  10  criteria.)  How- 
ever, this  temptation  should  be  resisted,  because  it  unthinkingly  presumes 
both  that  each  criterion  is  equally  important  and  that  the  difference  between 
ranks  is  equally  important. 


Figure  X.5 
Ranking 
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The  entries  in  the  first  row  indicate  thot  the 
second  project  wos  ranked  first  on  the  first 
criterion,  etc. 

A  variation  of  this  procedure 
involves  assigning  weights  to 
each  criterion,  and  multiplying 
the  weights  times  the  ranks. 

For  example,  you  may  regard 
one  criterion,  generating  jobs, 
as  very  important  and  assign  a 
very  high  weight.  However,  if 
the  alternative  projects  are 
very  similar  with  respect  to 
job  generation,  say  715  and 
710  jobs,  that  negligible  dif- 
ference in  fact  will  make  a  big 
difference  in  the  final  score.  A 
descriptive  approach,  which 
simply  shows  a  difference  of 
five  jobs,  is  far  more  informa- 
tive than  a  score  card  which 
shows  ranks  of  1  and  2  and 
multiplies  those  rankings,  say 
by  10  weighting  points,  to 
show  scores  of  10  and  20. 

Although  weighting  and  rank- 
ing schemes  can  be  made  more 
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complex  (a  first  is  worth  10  points,  a  second  is  worth  5,  a  third  is  worth  3, 
etc.),  the  underlying  weakness  of  any  ranking  technique  remains.  Rank- 
ing methods  fail  to  show  very  important  information:  namely,  how  large  are 
the  gaps  in  attainment  between  ranks;  how  much  better  is  number  one  than 
number  two  and  number  two  than  number  three;  are  the  gaps  large  enough  to 
recommend  a  particular  project  according  to  these  criteria;  and  what  are  the 
tradeoffs  among  the  projects  in  terms  of  goal  attainment? 

Although  weighting  and  ranking  schemes  can  be  made  more  complex  (a  first  is 
worth  10  points,  a  second  is  worth  5,  a  third  is  worth  3,  etc.),  the  under- 
lying weakness  of  any  ranking  technique  remains.  Ranking  methods  fail  to 
show  very  important  information:  namely,  how  large  are  the  gaps  in  attain- 
ment between  ranks;  how  much  better  is  number  one  than  number  two  and 
number  two  than  number  th  ee;  are  the  gaps  large  enough  to  recommend  a 
particular  project  according  to  these  criteria;  and  what  are  the  tradeoffs 
among  the  projects  in  terms  of  goal  attainment? 

Point  tables  permit  somewhat  greater  differentiation  in  attainment  among 
projects  than  do  rank  tables.  Instead  of  ranking  each  project  on  each  criterion, 
each  project  is  assigned  points.  There  may  be  a  maximum  score  of  say  20 
points  for  the  criterion  of  job  generation,  and  the  two  projects  with  715  and 
710  jobs  may  be  assigned  17  points  each,  thereby  reflecting  their  similarity  far 
more  than  the  ranks  of  1  and  2  (which,  strictly  speaking,  indicate  a  100%  dif- 
ference between  them).  Thus,  the  point  system  is  more  informative  than  the 
rank  system.  See  Figure  X.6. 


Figure  X.6 
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The  entries  in  the  first  row  indicate  that  the 
second  project  was  owGrded  95  points  on 
the  first  criterion,  etc. 

The  point  system  also  treats 
somewhat  more  satisfactorily 
the  relationship  between 
weights  and  attainment.  The 
total  points  possible  for  a  cri- 
terion reflect  its  importance, 
but  if  there  is  little  difference 
in  attainment  between  two 
projects  the  weight  you  assign 
to  the  criterion  is  immaterial, 
since  both  receive  the  same 
score.  However,  you  should  re- 
view the  point  assignments 
carefully  to  decide  whether 
differences  between  projects 
in  points  seem  merited  by  the 
actual  differences.  The  rather 
arbitrary  and  judgmental 
quick  decision,  which  may  un- 
derly  the  point  assignments, 
makes  it  especially  important 
to  experiment  with  the  num- 
bers in  order  to  identify  the 
sensitivity  of  the  recommen- 
dations. 
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The  checklist  system  is  a  cruder  version  of  the  rank  and  point  systems.  Sym- 
bols such  as  pluses,  checks,  minuses,  and  zeros  (and  even  double  and  triple 
pluses,  etc.)  are  used  to  indicate  whether  a  project  is  oriented  toward  a  par- 
ticular objective  or  criterion.  This  is  perhaps  most  useful  at  the  earliest  stages 
of  project  design  when  a  basic  strategy  is  being  selected.  The  checklist  can 
summarize  quickly  which  strategy  is  relevant  to  which  goals. 

The  main  difference  between  the  scorecard  techniques  and  GAM  and  PBS  is 
one  of  degree.  In  a  GAM  or  a  PBS  the  attempt  is  made  to  quantify  the  actual 
differences  among  plans  in  units  of  goal  attainment  or  in  dollar  terms.  How- 
ever, when  quick  estimates  of  pluses  and  minuses  and  other  shortcuts  are  used 
with  the  GAM  or  PBS  frameworks,  the  distinction  between  them  and  the  sim- 
ple scorecard  techniques  begins  to  blur. 

X.4  CHOOSING  AMONG  METHODS 

As  has  been  discussed,  there  are  various  frameworks  for  project  evaluation, 
each  with  different  emphasis  and  detail,  different  procedures  and  output,  and 
different  data  and  skill  requirements.  The  purpose  of  this  section  is  to  develop 
a  perspective  for  choosing  among  methods  and  to  offer  some  procedural  sug- 
gestions. 

Systematic  thought  and  analysis  are  the  essence  of  evaluation.  For  a  CDO 
typically  faced  with  a  great  variety  of  possible  projects,  it  is  extremely  impor- 
tant to  think  about  objectives  and  the  differences  among  projects  in  attaining 
these  objectives.  The  added  self  awareness  probably  is  sufficient  benefit  to 
justify  including  some  form  of  evaluation  in  the  development  process. 

Also,  it  is  extremely  important  for  the  CDO  to  be  aware  of  the  implications  of 
alternative  projects  for  the  different  groups  making  up  the  community.  More 
generally,  evaluation  should  reinforce  the  CDO's  consciousness  of  the  plural- 
istic nature  of  the  community  and  the  diverse  needs  of  its  constituents. 

Thus,  an  important  criterion  in  selecting  an  evaluation  framework  is  the  ex- 
tent to  which  this  stimulates  systematic  thought  about  project  objectives  and 
community  groups  or  incidence.  The  criteria  of  data,  skill,  and  manpower  re- 
quirements are  less  important  in  selecting  a  framework,  since  each  of  the 
methods  can  be  carried  out  with  varying  degrees  of  precision  and  detail.  How- 
ever, those  requirements  become  relevant  in  deciding  how  carefully  to  carry 
out  a  study  within  a  particular  framework.  Finally,  when  you  select  a  frame- 
work, you  should  keep  in  mind  that  the  methods  discussed  in  the  previous 
section  are  but  general  types.  There  is  no  single  correct  procedure  within  any 
framework,  and  the  analyst  is  free  to  adapt  the  framework  to  his  own  needs 
or  to  develop  his  own  hybrid  procedure. 

The  emphasis  placed  here  on  objectives  and  incidence  indicates  endorsement 
of  the  descriptive  GAM  framework,  but  each  of  the  other  frameworks  (CES, 
CBA,  PBS,  and  ST)  can  be  extended  to  include  specification  of  the  project's 
objectives  and  the  incidence  of  attainment,  thereby  incorporating  this  desir- 
able feature  of  GAM.  For  example,  before  you  aggregate  benefits  in  dollar 
terms  in  either  the  CBA  or  PBS  frameworks,  those  benefits  can  be  described 
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in  terms  of  attainment  of  project  objectives.  Similarly,  if  you  use  CES  because 
there  is  only  a  single  objective  and  measure  of  effectiveness,  incidence  can  be 
described  before  attainment  is  aggregated. 

In  short,  whatever  framework  you  select,  a  useful  first  step  in  project  evalua- 
tion is  to  specify  objectives  and  identify  community  groups. 

Once  objectives  and  groups  have  been  designated,  the  key  question  becomes, 
in  what  terms  should  you  measure  attainment  and  incidence  and  how  should 
you  do  so?  Specification  of  attainment  and  incidence  by  ranks,  points,  actual 
units,  and  dollar  equivalents  requires  successively  more  information,  re- 
sources, data,  and  skill.  However,  your  choice  of  the  unit  of  measure  also 
determines  the  ultimate  value  of  the  study. 

It  is  not  necessary  to  make  the  same  choice  for  all  objectives.  A  single  evalua- 
tion study  may  show  attainment  of  some  objectives  in  ranks,  others  in  dollars, 
and  others  in  non-dollar  units.  For  example,  an  evaluation  study  comparing 
two  projects  may  conclude  that  Project  A  generates  175  more  jobs  than 
Project  B,  increases  community  capital  assets  by  12.1  million  dollars  less,  gen- 
erates more  community  pride  and  identification,  and  has  a  20%  greater  chance 
of  operating  without  subsidy  after  five  years.  In  short,  you  need  not  adhere 
slavishly  to  a  single  framework  or  a  single  type  of  measurement  for  a  descrip- 
tive evaluation  study. 

The  precision  of  measurement  is  an  issue  similar  to  the  type  of  measure.  What- 
ever framework  you  use,  a  necessary  input  is  the  anticipated  effects  of  the 
project  for  ex  ante  evaluation  and  the  actual  impacts  for  ex  post  evaluation. 
The  quality  of  the  information  in  the  ex  post  case  depends  on  the  care  with 
which  the  data  were  collected  during  the  project's  operation,  the  degree  to 
which  project  impacts  can  be  isolated  from  events  which  would  have  occurred 
anyway,  and  the  skill  with  which  indirect  effects  are  estimated  (which  may  in- 
clude the  development  of  multiplier  models  like  input-output  or  economic 
base).  The  main  difference  between  ex  ante  and  ex  post  evaluation  is  the 
greater  uncertainty  and  imprecision  in  the  former,  because  the  project  has  not 
been  undertaken  yet.  In  a  sense,  the  analyst  must  forecast  impacts. 

Decisions  on  the  type  of  measure  and  the  precision  of  measurement  should  be 
guided  by  one  overall  consideration:  would  the  added  information  be  suffi- 
ciently important  and  helpful  to  justify  the  added  effort.  At  times  the  answer 
will  be  no.  For  some  projects,  a  clear  enough  picture  for  decisionmaking  pur- 
poses will  result  from  simple  ranking  or  point  schemes.  At  the  other  extreme, 
it  may  be  necessary  for  you  to  prepare  a  careful  cost-benefit  study  to  satisfy 
project  requirements. 

Another  important  consideration  is  whether  to  prepare  a  normative  evaluation 
or  to  stop  at  a  descriptive  evaluation  which  considers  objectives  and  incidence. 
In  most  cases  descriptive  evaluation  suffices.  There  are  two  flaws  of  normative 
evaluation:  1)  a  tendency  to  focus  on  the  summary  measure,  indicated  by  the 
choice  criterion,  and  not  on  the  project's  specific  effects,  and  2)  the  necessity 
to  develop  a  system  of  weights.  The  second  is  a  more  important  limitation. 
Any  weighting  scheme  will  be  impeachable,  and  a  normative  study  is  robbed 
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of  its  normative  value  to  the  extent  that  the  underlying  weights  can  be  ques- 
tioned. Fortunately,  except  when  CBA  is  required,  the  CDO  need  not  carry 
out  a  normative  study.  Since  little  seems  to  be  gained  from  the  weighting 
excercise,  resources  which  would  have  been  spent  on  weighting  may  be  better 
spent  on  describing  the  project's  effects  more  precisely  and  with  greater 
certainty. 

In  summary,  the  essence  of  evaluation  is  systematic  thought  about  a  project's 
outcomes.  The  method  and  detail  of  a  particular  study  depend  on  the  infor- 
mation you  need  for  decisionmaking.  However,  the  study  should  include  a 
careful  consideration  of  objectives  and  relevant  community  groups.  Simply 
stated,  this  requirement  forces  you  to  think  about  what  the  CDO  is  trying  to 
do  and  for  whom  it  wants  to  do  it.  Within  that  context,  evaluation  quite  ap- 
propriately is  carried  out  with  varying  degrees  of  precision. 
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IF  YOU  WANT  TO  READ  MORE. 


Robert  H.  Haveman  and  Julius  Margolis,  Public  Expenditure  and  Policy 
Analysis.  2nd  edition  (Rand  McNally,  1977),  591  pp. 

An  excellent  collection  of  25  readings  with  an  introduction  by  the 
editors.  The  readings  include  various  aspects  of  cost-benefit 
analysis  and  five  evaluation  studies.  Intermediate  level  concerned  only 
with  IBA  among  the  evaluation  framework. 

Morris  Hill,  A  Goals-Achievement  Matrix  for  Evaluating  Alternative  Plans, 
Journal  of  the  American  Institute  of  Planners,  Vol.  34,  No.  1, 
January,  1968,  pp.  19-29,  and  exchange  with  John  Brandl,  Vol.  35, 
No.  2,  March,  1969,  pp.  139-142. 

Presentation  of  the  goals-achievement  matrix  by  its  originator  and  a 
perceptive  critique  of  its  normative  use. 

Morris  Hill,  Planning  for  Multiple  Objectives  (Regional  Science  Research 
Institute,  1973),  267  pp. 

Lengthy  presentation  with  example  of  the  goals-acheivement  matrix. 

Harley  H.  Hinrichs  and  Graeme  M.  Taylor,  Program  Budgeting  and  Benefit- 
Cost  Analysis  —  Cases,  Text  and  Readings  (Goodyear,  1969),  420  pp. 

Introductory  readings  on  various  aspects  of  evaluation  and  cost- 
benefit  with  case  study  materials  not  directed  primarily  at  CDOs. 

Harry  Hatry,  Louis  Blair,  Donald  Fist,  and  Wayne  Kimmel,  Program  Analysis 
for  State  and  Local  Government  (The  Urban  Institute,  1976),  155  pp. 

A  step-by-step  discussion  of  cost-effectiveness  with  information  and 
procedures  also  relevant  to  other  evaluation  frameworks.  Written  for 
government  officials,  it  is  the  closest  to  a  handbook  of  any  of  these 
sources. 

Nathaniel  Lichfield,  Peter  Kettle,  and  Michael  Whitbread,  Evaluation  in  the 
Planning  Process  (Pergamon,  1975),  325  pp. 

The  best  overview  and  comparison  of  the  alternative  evaluation 
techniques  with  six  detailed  assessments  of  recent  plan  evaluations. 
Written  by  the  originator  of  the  planning  balance  sheet  (herein 
referred  to  as  project  balance  sheet),  the  book  discusses  the  role  of 
evaluation  in  the  planning  process.  Although  aimed  at  planning,  the 
book  is  valuable  for  CDOs. 

E.J.   Mishan,   Cost-Benefit  Analysis   and   edition    (Praeger,   1976),  454  pp. 

A  careful  detailed  study  of  the  theory  of  cost-benefit  analysis.  Perhaps 
the  most  difficult  of  the  sources  noted  here. 
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E.J.    Mishan,    Economics    for   Social  Decisions:   Elements   of  Lost-Benefit 
Analysis.  (Praeger,  1972),  151  pp. 

An    abridged   version  of  the  first  edition  of  Cost-Benefit  Analysis. 

E.S.  Quade, Analysis  for  Public  Decisions.  (American  Elsevier,  1975),  322  pp. 

An  excellent,  intermediate  level  treatment  of  many  facets  of  evalua- 
tion, including  a  carefully  reasoned  step-by-step  presentation  focusing 
on  cost-effectiveness. 

Lyn  Squire  and  Herman  G.  Van  der  Tax,  Economic  Analysis  of  Projects. 
(John  Hopkins  Press,  1975),  153  pp. 

A  sophisticated  discussion  of  the  cost-benefit  analysis.  A  World  Bank 
publication,  its  context  is  primarily  national  and  international 
projects. 

Edith  Stokey  and  Richard  Zeckhauser,  A  Primer  for  Policy  Analysis  (Norton, 
1978),  356  pp. 

An  introduction  to  concepts  and  methods  of  policy  analysis,  with  two 
chapters  on  cost-benefit  analysis. 

United  Nations  Industrial  Development  Organization,  Guideline  for  Project 
Evaluation.  (United  Nations,  1972),  383  pp. 

Another  fairly  advanced  book  on  cost-benefit  analysis  with  an  inter- 
national context,  but  with  economic  development  examples. 
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APPENDIX  A 


GLOSSARY  OF  TECHNICAL  TERMS 


ACCOUNTS 

Payable  Accounts  for  the  records  of  a  business  showing  amounts 

owed  creditors  for  raw  materials,  finished  goods  or  sup- 
plies inventory  sold  to  the  business  on  credit. 

Receivable      Accounts  on  the  records  of  a  business  showing  amounts 
owed  to  the  business  for  custormer  credit  sales. 

ACCOUNTS  RECEIVABLE  FINANCING 

Short-term  loans  that  are  secured  by  a  pledge  of  accounts 
receivable.  Factoring  companies  also  supply  financing  to  a 
firm  based  on  accounts  receivable,  but  via  purchase  rather 
than  a  pledge  of  receivables.  In  the  latter  case,  the  factor 
assumes  the  credit  risk;  in  the  former,  where  accounts  re- 
ceivable are  pledged,  the  credit  risk  remains  with  the  debtor. 


APPRAISAL 


An  assessment,  by  a  professionally  qualified  person,  of  the 
current  value   of  tangible   property   for   a  particular  use. 


AR  TICLES  OF  INCORPORA  TION 


A  legal  document  required  by  and  filed  with  the  state 
government  where  the  corporation  is  chartered.  This  do- 
cument describes  the  purposes  for  which  the  corporation  is 
formed  and  how  the  corportion  will  be  organized. 


ASSESSED  VALUE 


For  purposes  of  property  tax  collections,  25%  of  the  market 
value. 


ASSETS 


Fixed 


Business  property  acquired  at  a  measurable  cost,  the  use  of 
which  is  related  to  the  business  operations. 

Tangible  property,  such  as  machinery,  with  a  relatively  long 
working  life,  used  in  the  production  of  goods  and  services. 


AVERAGE  COSTS 


Total  costs  divided  by  the  total  number  of  units  of  goods  or 
services  produced. 
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BOOKS 

The  written  records  of  account  for  a  business  , 

BUSINESS  DEVELOPMENT  GRANTS 

Funds  provided  to  economic  development  groups  that  carry 
no  obligation  for  repayment. 


BY-LAWS 


Rules,  regulations  and  controls  set  by  the  Board  of  a  cor- 
poration for  the  conduct  of  its  business. 

c 


CAPITAL 


Fixed 


Paid-in 


Surplus 


Working 


The  investment  required  to  purchase  assets  intended  for  use 
over  a  long  period  of  time.  Such  assets  include  items  like 
land,  buildings  and  equipment. 

The  amount  of  capital  realized  from  the  sale  of  the  initial 
and  later  issues  of  par  value  stock. 

The  difference  between  the  amount  of  capital  realized  from 
the  sale  of  stock  and  what  the  stock  would  have  cost  if  it 
had  been  sold  at  par  value.  Also,  additions  to  capital  which 
are  not  realized  from  the  operations  of  the  corporation. 

The  investment  required  to  provide  assets  used  up  in  the 
day-to-day  operations  of  the  business.  Such  assets  include 
cash  for  payroll,  the  purchase  of  inventory  and  cash  to 
cover  the  credit  to  customers. 


• 


CASH  SURRENDER  VALUE  OF  LIFE  INSURANCE 

The  money  an  insurance  company  will  pay  to  the  policy- 
holder if  he  gives  up  the  insurance  policy. 

CHARTER 

A  legal  document  in  which  the  state  government  grants  a 
corporation  the  right  and  privilege  of  doing  business.  The 
document  describes  in  general  terms  the  purposes  for  which 
the  corporation  has  been  formed. 

CHA  TTEL  MOR  TGA  GES  AND  EQUIPMENT  LOANS 

Intermediate-and  long  term  loans  that  are  secured  by  the 
assignment  to  the  bank  of  specific  items  such  as  machinery 
and  office  equipment. 
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COHORTS 


COLLATERAL 


Groups  of  people  of  the  same  age  period,  usually  grouped 
by  five  or  ten  years  (0-5  years,  5-10  years,  etc.). 


Property  earmarked  as  the  security  or  guarantee  for  the  pay- 
ment of  a  debt  or  performance  of  a  specific  act. 


COLLATERAL  LOANS 


Loans  that  are  secured  by  a  pledge  of  property  such  as 
stocks  or  bonds. 


COMMODITY  LOANS 


Short-term  farm  loans  secured  by  goods  or  merchandise  that 
can  be  placed  in  acceptable  storage,  are  transportable,  and 
can  be  classified  as  to  quantity  and  quality. 


COMMON  STOCK 


Stock  that  has  no  right  or  priority  over  other  stock  of  the 
corporation  as  to  dividends  or  distribution  of  assets  upon 
liquidation. 


CONDITIONAL  SALES  CONTRACTS 


Contracts  in  which  the  seller  holds  title  to  the  goods  sold 
until  payment  has  been  completed.  Such  contracts  are  used 
to  finance  a  substantial  portion  of  new  equipment  bought 
by  businesses  and  farms. 


CONSUMER  PAPER 


Installment  contracts  bought  by  consumer  finance  compa- 
nies from  the  firms  selling  on  time.  The  finance  company 
often  pays  the  seller  a  discounted  value  for  the  contract. 


CONSUMER  PRICE  INDEX  (CPI) 


Established  by  the  U.S.  Department  of  Labor,  it  indicates 
the  changing  purchasing  power  of  the  dollar  from  a  given 
base  year.  The  CPO  is  found  by  measuring  the  change  in 
the  average  price  of  a  fixed  market  basket  of  goods  and 
services  bought  by  urban  wage  earners. 
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CONTRACT 

Prime  A  contract  to  perform  all  the  work  to  be  done 

Sub-  A  contract  with  the  prime  contractor  to  perform  part  of 

the  work  to  be  done  under  the  prime  contract. 

CORPORATION 

An  artificial  being  or  legal  entity  which  has  a  legal  life 
separate  and  distinct  from  the  persons  who  own  it.  A  cor- 
poration can  enter  into  a  contract  without  making  its 
owners  personally  liable  to  perform  it. 

COST-BENEFIT  ANA  L  YSIS 

A  method  for  evaluating  project  alternatives  in  order  to 
find  the  most  efficient  allocation  of  resources.  Such  analys- 
es are  supposed  to  include  all  real,  pecuniary,  direct,  in- 
direct, tangible,  and  intangible  costs  and  revenues.  The 
total  costs  and  revenues  are  computed  to  determine  the 
cost-benefit  ratio  and  the  net  benefit  of  each  project.  The 
project  with  the  highest  net  benefit  will  give  the  highest 
return  for  public  monies  invested. 

COST-EFFECTIVE  ANAL  YSIS 

Compares  alternative  projects  or  plans  to  determine  the 
least  costly  way  to  achieve  desired  goals.  Usually  some  in- 
dex or  point  system  is  developed  to  measure  the  effect- 
iveness of  the  proposal  in  meeting  the  goals  and  objectives: 
A  cost-effectiveness  ratio  is  then  computed  for  each  al- 
ternative. 


COVENANTS 


Terms  and  conditions  of  a  legal  agreement  relating  to  the 
transfer  of  property  interests.  A  covenant  is  similar  to  a 
promise  or  an  obligation  to  do  or  refrain  from  doing  some 
specific  act. 


CROP  INSURANCE 


An  all-risk  insurance  provided  by  a  federal  agency  (Feder- 
al Crop  Insurance  Corporation)  to  farmers  to  ensure  against 
crop  income  loss  from  such  natural  causes  as  floods,  freezes, 
etc. 


• 
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CROP  LIENS 


The  assignment  of  crops  in  production  as  security  for  short- 
term  loans  for  operating  and  production  purposes.  These 
liens  are  usually  considered  effected  when  crops  are  planted. 


CROSS  IMPACTS 


Describes  the  interrelationships  among  the  economic 
impact  areas.  A  proposal  which  imposes  a  change  in  one 
economic  area  may  trigger  a  number  of  changes  in  other 
economic  areas  as  well. 


CUMULA  TIVE  IMP  A  CTS 


Total  or  ultimate  economic  impacts  which  result  from  a 
number  of  different  projects  or  proposals. 


DEALER  RESER  VE  FINANCING 


Financing  arrangements  that  usually  permit  a  dealer  to  draw 
up  installment  contracts  on  his  own  premises,  with  the 
dealer  also  responsible  for  collection.  The  installments  are 
then  sent  to  the  lender  to  repay  the  loan. 


DEBT,  CONVERTIBLE 


Debentures  (bonds)  that  can  be  converted  into  common 
stock  at  a  future  period  at  a  price  per  share  that  is  fixed 
when  the  debenture  is  issued. 


DEBT,  SECURED 


DEBT,  SENIOR 


Debt  secured   by  pledges  of  inventory,  receivables,  equip- 
ment, real  estate,  etc. 


Debt  which  has  claims  (on  assets  and  incomes)  that  rank 
higher  than  other  debt  and  equity  claims.  For  example, 
senior  debt  has  priority  over  subordinated  debt  and  pre- 
ferred stock. 


DEBT  SERVICE 


The  amount  of  money  required  to  make  annual  paychecks 
of  principal  and  interest  on  a  loan. 
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DEBT,  SUBORDINATED 


Debt  that  in  the  event  of  liquidation  cannot  be  paid  until 
all  senior,  unsubordinated  debt  (bank  loans,  typically) 
has  been  paid. 


DEBT  WITH  WARRANTS 


Debt  that  carries  the  right  to  purchase  additional  stock  in 
the  business  at  prices  and  for  a  time  agreed  to  when  the 
debt  is  issued. 


DEBT,  UNSECURED 


Debt  without  pledge  of  equipment,  real  estate,  or  other 
assets. 


DISADVANTAGED,  LOANS  TO 


Special  loans  for  small  business  development  that  are 
available  to  those  in  a  low-income  bracket  or  to  other 
socially  disadvantaged  individuals. 


DISBURSE 


To  release  funds. 
DISCOUNTING  FOR  PRESENT  VALUE 


A  method  for  evaluating  future  costs  and  benefits  asso- 
ciated with  current  investment  decisions.  It  is  based  on  the 
premise  that  benefits  received  in  the  future  are  worth  less 
to  people  than  benefits  received  now,  a  concept  known  as 
the  time-value  money.  That  is,  if  people  forego  the  use  of 
money  for  immediate  benefits  by  investing  it  in  some 
future  use,  they  expect  to  receive  a  greater  return  of  bene- 
fits in  the  future.  Discounting  for  present  value  reduces  fu- 
ture costs  and  benefits  to  their  present  worth  to  people  in 
terms  of  expected  returns.  The  "expected  return"  on  an 
investment  is  represented  by  the  current  rate  of  interest. 
The  present  value  of  future  costs  and  benefits  represents  the 
sum  that  would  provide  an  equivalent  income  stream,  if 
held  in  a  form  which  yielded  the  current  rate  of  interest. 

If  the  present  value  of  future  net  benefits  equals  or  exceeds 
the  investment  cost,  then  the  return  on  the  project  makes 
it  a  worthwhile  investment.  The  formula  for  determining 
present  value  is: 


(B-C) 
r 

~  h 


PV=     2    2         or, 


(1+i) 
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(B-C)  (B-C)  (B-C)  (B-C) 

PV  =  '      +      2     +      3+....+ S 

1+i  (1+i)'  (1+i)3  (l+i)n 


PV  =  present  value 

where:      (B-C)  =  benefits  minus  costs 

n       =  the  number  of  years  of  the  project 

i         =  the  discount  rate  or  current  rate  of  interest 

2       =  the  sum  of 


In  reality,  there  is  no  one  current  rate  of  interest.  The  defi- 
nition usually  accepted  by  local  governments  is  the  "rate  at 
which  governments  must  borrow  funds  for  necessary  public 
improvements,"  generally  the  interest  rate  paid  on  munici- 
pal bonds.  This  rate  may  vary  considerably  in  different  si- 
tuations and  discounting  will  yield  different  results  when 
the  interest  rate  changes.  A  higher  rate  makes  the  early 
years  of  a  project  more  important  and  favors  shorter  term 
investments.  The  lower  the  interest  rate,  the  more  favor- 
able future  consumption  and  longer  term  investments. 
Consequently,  many  people  advocate  a  lower  "social 
rate"  as  private  market  rates  underestimate  the  importance 
of  future  consumption  and  benefits  which  may  not  be 
quantifiable.  Others  advocate  the  use  of  a  higher  private 
market  rate  to  reflect  consumer  preference  for  present 
consumption  over  future  consumption. 


DISPOSAL  INCOME 


DRAWDOWN 


As  defined  by  the  U.S.  Bureau  of  Economic  Analysis 
(BEA),  it  is  personal  income,  less  all  personal  tax  pay- 
ments. It  represents  the  money  actually  available  for 
individuals  to  spend. 


To  draw  against  or  obtain  funds  from  an  amount  set  aside. 
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EARNINGS 


As  defined  by  the  U.S.  Department  of  Labor,  earnings 
comprise  about  80%  of  personal  income  and  are  the  sum  of 
wages  and  salaries,  other  labor  income  ("fringe  benefits"), 
and  proprietors'  or  self-employment  income.  Earnings  dif- 
fer from  personal  income  in  that  they  exclude  transfer  pay- 
ments and  property  income. 


ECONOMIC  BASE 


A  method  of  classifying  all  productive  activity  into  two 
categories:  (1)  basic  industries  which  produce  and  sell 
goods  that  bring  in  new  income  from  outside  the  area;  and, 
(2)  service  industries  which  produce  and  sell  goods  that 
simply  circulate  existing  income  in  the  area. 


ECONOMIC  EFFICIENCY 


Characterizes  either  the  least  costly  mix  or  goods  or  the 
maximum  amount  of  goods  at  a  given  cost.  In  the  context 
of  the  manual,  this  means  the  best  mix  of  land  develop- 
ments, environmental  quality,  public  programs,  and  other 
private  goods  and  services  for  the  least  costs,  where  costs 
include  not  only  direct  economic  costs  but  also  indirect 
social  and  environmental  costs. 


ECONOMIC  INJUR  Y  LOANS 


Loans  made  by  the  Small  Business  Administration  (SB A)  to 
help  them  recover  from  the  effects  of  being  displaced  by 
urban  renewal  or  highway  programs,  or  being  financially 
injured  by  requirements  of  the  consumer  protection  acts 
of  1967,  1968,  and  1970. 


ECONOMIES  OF  SCALE 


These  come  into  play  when  a  larger  entity  can,  by  virtue 
of  size,  reduce  the  unit  cost  of  production. 


ECONOMIC  OPPOR  TUNITY  LOANS  (EOLs) 


Loans  and  loan  guarantees,  provided  by  an  SB  A  program, 
of  up  to  $50,000  for  terms  of  up  to  ten  years  for  working 
capital  and  fifteen  years  for  equipment  and  building  expan- 
sion financing.  Under  EOLs,  the  SBA  requires  the  pledging 
of  any  worthwhile  collateral. 
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EMERGENCY  FARM  LOANS 


Loans  made  by  the  Farmers  Home  Administration  (FmHA) 
to  assist  farmers  and  ranchers  in  covering  losses  resulting 
for  designated  disasters. 


EMPLOYED  PERSONS 


As  defined  by  the  U.S.  Department  of  Labor,  all  civilians 
who  did  any  work  for  pay  or  profit  during  the  pay  period 
which  includes  the  12th  of  the  month,  were  on  a  payroll 
but  unable  to  work  during  the  week  because  of  vacation,  ill- 
ness, trade  dispute,  or  time  off  for  personal  reasons,  or 
worked  15  hours  or  more  without  pay  in  a  family-operated 
enterprise. 


EMPLOYMENT  TRAINING  SUBSIDIES 


Payments  provided  to  offset  a  company's  added  costs  of 
counseling,  job-training,  and  otherwise  assisting  disadvan- 
taged   individuals    to    become    fully    productive    workers. 


ENTREPRENEUR/OPERA  TOR  (E/O) 


E/O'sDRAW 


E/O's  EQUITY 


EQUITY 


One  who  organizes,  manages  and  assumes  the  risks  of  the 
business  or  enterprise  (this  includes  an  individual  E/O  or 
a  CDC). 


The  salary  the  owner  of  the  business  pays  himself  for  the 
services  he  renders  to  the  business. 


Money  to  be  used  in  a  business,  invested  by  the  owner(s) 
rather  than  loaned  by  creditors. 


A  financial  interest  in  the  assets  of  the  business  by  the 
owner,  other  creditors  or  other  investors. 


ESC  ALA  TION  CLA  USES 


Clauses  in  the  lease  setting  forth  the  formula  for  how  much 
rent  and  taxes  the  tenant  must  pay  if  the  conditions  exist- 
ing when  the  lease  is  signed  change.  For  example,  if  the 
tenant's  sales  increase  above  a  certain  level,  the  business 
may  have  to  pay  a  percentage  of  the  increase  as  additional 
rent.  Or,  if  real  estate  taxes  go  up,  the  tenant  may  be  re- 
sponsible for  paying  all  or  some  portion    of  the  increase 
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ESCROW 


Monies  held  in  trust  by  a  bank,  lawyer  or  other  authorized 
institution  or  person  until  the  occurence  of  a  predetermined 
condition. 


EXPENSE 


Fixed  Expenses  which  do  not  change  over  time  and  can  be  tran- 

slated into  predetermined  predictable  dollar  amounts.  For 
instance,  rent  is  a  fixed  expense  unless  it  is  tied  to  the 
amount  of  sales  a  business  has. 

Variable  Expenses  which  vary  according  to  the  amount  of  sales  a 

business  had  and  cannot  be  translated  into  predetermined 
predictable  dollar  amounts.  For  instance,  if  rent  is  figured 
at  a  percentage  of  sales,  it  is  a  variable  expense. 


EXTERNALITIES 


The  social  costs  that  result  from  the  production  or  con- 
sumption of  goods  and  services  not  included  in  the  normal 
market  costs  or  pricing  system.  For  example,  an  industry 
emitting  air  pollution  may  create  externalities  through 
damage  to  people  and  property  in  the  area.  The  damage 
costs  are  not  included  in  the  industry's  costs  of  production. 


FACILITY  CONSTRUCTION  LOANS 


Loans  to  construct,  expand,  or  convert  plant  or  farm 
facilities.  Secured  by  liens  on  facilities.  Some  loans  can  be 
used  only  for  certain  kinds  of  facilities. 


FACTOR  PURCHASE  GUARANTEE 


FACTORING 


A  payment  guarantee  to  a  supplier  of  a  factor's  client. 
The  guarantee  often  allows  the  client  to  purchase  goods  at 
a  discount,  which  otherwise  would  have  been  impossible. 


Accounts  receivable  financing  arranged  through  the  pur- 
chase (at  a  discounted  price)  of  a  company's  receivables. 
The  collection  risk  is  assumed  by  the  factoring  company 
that  purchases  the  receivables. 
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FAIR-TRADED 

Merchandise  which  is  sales  ticketed  by  the  manufacturer 
or  wholesaler.  The  sales  ticket  states  their  suggested  retail 
price  for  the  item.  The  business  cannot  be  required  to 
charge  this  price  but,  if  it  does  not,  the  manufacturer  or 
wholesaler  may  choose  not  to  sell  to  the  business. 

FARM  AND  FARMLAND  MOR  TGA  GES 

Bank  loans  secured  by  pledge  of  farm  real  estate. 

FARM  IMPRO  VEMENT  LOANS 

Long-term  loans  for  the  repair,  betterment,  and/or  con- 
struction of  farm  buildings  and  facilities. 

FARMLAND  DEVELOPMENT  LOANS 

Loans  for  the  betterment  of  farmland:  for  irrigation, 
drainage,  soil  conservation,  erosion  control,  development  of 
grazing  land,  etc. 

FIRST-STAGE  PROJECTS  (Venture  Capital  Financing) 

A  venture  capital  investment  in  a  company  which  is  up  to 
a  year  old  and  usually  losing  money  and  whose  profits  could 
be  one  to  three  years  in  the  future. 

FISCAL  DISPARITIES 

The  varying  abilities  of  local  governments  to  raise  revenues, 
given  the  difference  in  their  tax  bases  (assessed  values,  sales 
tax  per  capita,  etc.). 


FISCAL  IMPACTS 


The  direct  and  indirect  costs  incurred  and  revenues  received 
by  local  governments  resulting  from  land  use  and  other 
types  of  decisions. 


FISCAL  ZONING 


FIXTURE 


The  use  of  zoning  and  other  regulations  as  a  tool  to  exclude 
certain  types  of  land  uses  which  may  require  more  public 
services  that  the  area  wishes  to  pay  for. 


A  chattel  so  annexed  to  realty  that  it  may  be  regarded  as 
legally  part  of  it;  a  permanent  appendage  or  structural  part. 
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FLOW  PLAN 


An    outline    or    design   by   which   raw   materials   progress 
through  a  manufacturing  process. 


FRANCHISE 


A  legal  agreement  by  which  a  manufacturer  or  chain  grants 
the  exclusive  right  to  sell  the  merchandise  it  produces  or  to 
use  its  firm's  name  to  sell  merchandise  in  a  limited  geo- 
graphical area. 


FRINGE  BENEFITS 


An  employment  benefit  granted  by  an  employer  to  his 
employees  which  involves  a  money  cost  to  the  employer 
without  affecting  the  wage  paid  to  the  employees.  For 
instance,    pension    fund    contributions    by    an    employer. 


GOING  FEDERAL  RA  JE 


The  interest  rate  the  Federal  government  pays  on  the  funds 
it  borrows. 


GOOD  WILL 


An  intangible  asset  representing  the  reputation  earned  by 
the  previous  owner  of  the  business  among  customers  and 
the  general  public.  The  price  paid  for  good  will  amounts  to 
the  difference  between  the  purchase  price  and  the  value  of 
the  tangible  assets  purchased. 


GROSS  NA  TIONAL  PRODUCT  (GNP)  PRICE  DEFLA  TOR 

Published  by  the  U.S.  Council  of  Economic  Advisors,  it 
indicates  the  changing  purchasing  power  of  the  dollar  from 
a  given  base  year.  The  GNP  price  deflator  measures  the 
changes  in  prices  of  all  goods  nationally. 
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This  measures  the  total  amount  of  goods  and  services  pro- 
duced in  any  year.  It  is  usually  defined  as: 

GNP  =  C+I+G+(X  -M) 

Where, 

C  is  Personal  Consumption  Expenditures,  i.e.,  spending 
by  consumers  on  goods  and  services. 

I  is  Gross  Private  Domestic  Investment  by  the  business 
sector. 

G  is  Government  Purchases  of  Goods  and  Services  Spend- 
ing by  the  government  for  social  goods  and  services-e.g., 
defense,  etc. 

X  is  Exports  to  foreign  countries 

M  is  Imports  from  foreign  countries 

Note: 

Money  GNP  includes  effect  of  Inflation. 
Real  GNP  deflates  for  Inflation. 


GROSS  PROFIT 

Sales  minus  the  cost  of  goods  sold 

GUARANTEED  LOANS 

Loans  made  and  secured  by  a  private  lender  in  which  all 
or  a  part  of  the  principal  amount  and  interest  is  guaran- 
teed (or  insured).   See  also  Insured  Loans. 
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INDEMNITY  PA  YMENTS 


Direct  payments  by  the  Agricultural  Stabilization  and  Con- 
servation Service  to  compensate  farmers  for  product  losses 
resulting  from  pesticide  contamination  that  did  not  come 
about  through  the  farmer's  own  actions. 


INDIRECT  COSTS 


INFILLING 


Part  of  the  cross-impacts  among  economic  areas.  They  are 
costs  which  do  not  result  directly  from  a  proposal,  but  from 
the  changes  which  the  proposal  will  bring  about.  For  ex- 
ample, a  new  industry  locating  in  a  community  may  attract 
new  population,  thereby  creating  a  number  of  indirect  costs 
with   their  demands  for  additional  housing,  services,  etc. 


L 


IN  FLA  TION 


Locating  new  development  in  existing  urban  areas  where 
most  public   services   are   already   available   or  in  service. 


The  diminishing  purchasing  power  of  the  dollar  due  to  a 
general  increase  in  prices.  Adjustments  for  inflation  are 
made  by  using  indexes  such  as  the  CPI  or  the  GNP  price 
deflator  to  reduce  cost  figures  to  "constant  dollars"  of  a 
given  base  year  where  the  dollar  equals  100. 


. 


INPUT  10  UTPUT  ANAL  YSIS 


A  method  for  studying  the  relationships  among  industries 
to  determine  the  overall  effect  on  the  economy  of  expan- 
sion or  contraction  in  one  industry. 


INSTALLMENT  LOANS 


Loans  made  usually  for  a  period  from  one  to  three  years 
that  are  paid  back  in  installments.  Installment  loans  can 
be  made  for  a  wide  range  of  business  purposes  and  may  be 
secured  or  unsecured. 


INSURANCE 

Liability 


This  type  of  insurance  covers  the  expense  and  trouble 
resulting  from  damage  suits  brought  against  the  business  by 
customers  and  the  general  public. 
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Casualty  Insurance  written  to  protect  a  business  or  individual  from 

all  types  of  losses  other  than  the  loss  of  life.  These  losses 
include:  fire,  burglary,  plate  glass  destruction,  liability  and 
workmen's  compensation. 


INSURED  LOANS 


There  tends  to  be  some  confusion  about  the  difference  be- 
tween insured  and  guaranteed  loans.  In  an  insured  loan,  a 
government  agency  takes  over  the  lender's  liens  in  return  for 
paying  the  lender  principal  and  interest  defaults.  Thus,  the 
lender  avoids  foreclosure  action.  In  a  guaranteed  loan, 
a  government  agency  agrees  (in  the  case  of  default)  to  pay 
the  lender  for  those  losses  that  were  guaranteed  after  the 
lender  has  liquidated  any  pledges  or  liens. 

Nonetheless,  the  FmHA  of  the  Department  of  Agriculture 
considers  the  loans  it  originates,  makes,  and  services  as 
insured  loans;  and  those  loans  made  and  serviced  by  a  pri- 
vate lender,  but  loss-limited  by  FmHA,  as  guaranteed  loans. 


INTEREST 


An  amount  paid  for  the  use  of  money  borrowed,  usually 
stated  as  a  percentage  of  the  amount  borrowed. 

Effective  The  rate  arrived  at  when  the  total  annual  dollars  of  in- 

Rate  terest  payments   made   according  to   the   stated   rate   are 

translated  into  a  percentage  of  the  loan  amount.  For 
example,  when  the  state  of  interest  rate  is  five  percent 
on  the  outstanding  balance  of  a  $1,200  loan  paid  back 
at  the  rate  of  $100  per  month,  then  total  annual  interest 
payments  will  be  $390  or  32.5  percent  of  the  total 
loan  amount. 

Prime  rate        The  interest  rate  charged  by  the  largest  banks  in  the  country 
to    their    top    corporate   customers   for  short-term   loans. 


INTERMEDIA  TE-TERM  LOANS 

In  this  manual,  a  loan  with  a  maturity  period  of  from  one  to 
five  years.  These  are  often  called  "term  loans"  and  are 
usually  secured  by  pledges  of  fixed  assets.  Sometimes  these 
loans  are  paid  back  in  installments  over  the  life  of  the  loan. 
Since  the  term  loan  may  not  mature  for  some  years,  the 
lender  will  pay  particular  attention  to  the  prospects  of  the 
borrowing  company  and  its  industry,  to  its  earning  power, 
and,  most  important,  to  the  capability  of  its  management. 
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INVENTORY 

The  raw  materials  purchased  by  the  business  for  use  in  pro- 
ducing the  goods  manufactured  or  the  finished  goods  pur- 
chased by  the  business  for  sale  to  customers. 

Beginning  The  inventory  on  hand  when  the  business  opens  or  at  the 
start  of  a  given  accounting  period. 

Ending  The  inventory  on  hand  at  the  close  of  a  given  accounting 

period. 

In-Process  The  goods  owned  by  a  business  which  are  in  the  produc- 
tion   process   but   are   not   year   completed   or   produced. 

Turnover  The  number  of  times  the  inventory  on  hand  at  the  be- 
ginning of  a  given  accounting  period  must  be  replaced  be- 
fore the  end  of  the  period.  Or,  the  annual  cost  of  goods 
sold  divided  by  the  average  inventory. 


INVENTORY  LIEN 


Short-term  loan  using  as  collateral  the  borrower's  entire 
inventory  of  raw  materials  and  in-process  and  finished 
goods. 


INVESTMENT  S  YNDICA  TE 


INVOICE 


A  group  of  venture  capitalists,  each  of  whom  invests  a  sum 
of  money  and  takes  some  share  of  ownership.  The  purpose 
of  the  syndicate  is  to  decrease  the  risk  taken  by  each  person 
involved  and  to  handle  investments  that  are  larger  than  any 
one  venture  capitalist  wants  to  make  alone. 


A  bill  showing  the  purchase  price  or  amount  owed  for  goods 
or  services. 


LABOR  FORCE  PAR  TICIPA  TION  RA  TE 


The  percentage  of  total  population,  sixteen  and  over,  that 
is  part  of  the  labor  force. 


LABOR  OR  PERSONNEL  MARKET  AREA 


The    geographic   limits   within    which   workers   will   travel 
from  one  point  to  another  to  work. 
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LAND  AND  PROPER  TY  MOR  TGA  GES 


Debt  used  for  the  purchase  of  land  or  buildings  and  secured 
by  a  mortgage  on  the  land  and  buildings. 

LAND  AND  SITE  DEVELOPMENT  LOANS 

Loans  obtained  to  acquire  land  and  develop  plant  sites  that 
may  be  secured  by  first  or  second  mortgages. 

LA  YOUT 

Merchandise       The  plan,  design  or  arrangement  of  merchandise. 

Plant  The  placement  of  men,  machines,  materials  and  the  pro- 

duction tasks  done  by  and  on  them  in  a  manufacturing 
plant. 

LEAPFROG  DEVELOPMENT 

The  location  of  new  development  beyond  the  existing 
urban  area,  where  public  services  are  often  not  available. 

LEASE  FINANCING,  EQUIPMENT 

\ 

Equipment  rental  from  a  leasing  company.   Allows  the  small 

business  to  use  capital  equipment  with  little  or  no  initial 
capital  investment.  Equipment  owned  by  a  company  can 
sometimes  be  sold  to  a  leasing  company  and  then  leased 
back. 

LEASE  GUARANTEES 

Guaranteed  payment  of  long-term  rents  of  small  business 
that  seek  space  in  commercial  or  industrial  locations  that 
would  not  otherwise  rent  to  them. 

LEASE /PURCHASE  AGREEMENT 

An  agreement  which  gives  the  tenant  or  leasee  of  land, 
buildings  and  equipment  the  right  to  purchase  these  assets 
at  some  future  date  for  some  certain  price.  Under  the 
agreement,  lease  payments  may  be  credited  to  the  pur- 
chase price  if  the  leasee  decides  to  buy. 


LIENS 


Claims  or  rights  against  property,  resulting  from  an  unpaid 
obligation  to  the  seller. 
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LINE  OF  CREDIT 


Short-term  bank  loans  (less  than  one  year,  usually  roll  over 
every  ninety  days)  that  are  used  to  fill  temporary  capital 
needs. 


LOAN 


Direct  A  loan  made  by  the  SBA  directly  to  the  individual  or  busi- 

ness with  no  participation  from  a  bank  or  other  financial 
institution. 

Guarantee  A  guarantee  by  the  SBA;  or  some  other  financial  institu- 
tion, that  if  a  business  defaults  on  payments  to  the  lender, 
the  SBA,  or  other  guarantor,  will  make  good  on  the  balance 
of  loan  payments  owed. 

Immediate  Loans  made  in  part  directly  by  the  SBA  and  in  part  by 
or  Deferred  another  financial  institution  -  normally  a  bank.  The.  SBA 
Participation  can  make  its  part  of  the  loan  on  an  immediate  or  a  deferred 
basis.  Immediate  means  that  the  SBA  disburses  its  part  of 
the  loan  at  the  same  time  the  bank  disburses  its  part.  De- 
ferred means  that  the  SBA  disburses  its  part  some  certain 
time  after  the  bank  disburses  its  part. 

LOCAL  DEVELOPMENT  CORPORA  TION  (LDC) 

An  investment  company  formed  by  a  group  of  twenty-five 
or  more  local  citizens  to  help  finance  specific  small  bus- 
inesses in  a  geographical  area.  LDCs  can  borrow  up  to 
$350,000  from  the  SBA  or  obtina  SBA  loan  guarantees 
for  up  to  that  amount  (or  guarantee  for  up  to  90  percent 
of  a  loan  for  less  than  $350,000)  for  each  identifiable  small 
business  they  want  to  aid.  LDCs  cannot  make  loans  for 
working  capital  or  refinancing. 


LONG-TERM  LOANS 


LOTS 


As  used  herein,  loans  with  final  maturities  of  more  than 
five  years. 


The  usual  quantity  in  which  goods  are  manufactured  and/or 
sold.    For  instance,  a  truckload  lot  is  enough  to  fill  a  truck. 


M 


MARGINAL  COSTS 


The   incremental   cost   of  one   additional  unit  of  a  good 
produced. 


t 
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MARK-DOWN 


MARK-UP 


A  reduction  if  the  difference  between  what  the  owner  of 
business  pays  for  the  goods  he  will  sell  and  the  price  he 
charges  customers  to  buy  them. 


MARKET 


Value 


The  difference  between  what  the  owner  of  a  business  pays 
for  the  goods  he  will  sell  and  the  price  he  charges  customers 
to  buy  them. 


The    geographical    area    of    demand    for    products,   goods 
and/or  services. 

The  price  that  property,  merchandise  or  stock  will  sell  for 
at  a  given  moment  of  time  in  a  given  area. 
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Yield 


MATURITY 


The  income  or  price  paid  in  the  market  for  securities  di- 
vided by  the  face  amount  of  the  security. 


The  end  of  the  time  for  which  an  obligation  to  pay  exists. 
For  example,  if  Mr.  X  receives  a  loan  for  five  years  in  June, 
1971,  the  loan  will  reach  maturity  in  June,  1976. 


MINORITY  ENTERPRISE  SMALL  BUSINESS  INVESTMENT  COMPANY 
(MESBIC) 

An  investment  company  licensed  by  the  SBA  that  is  dedi- 
cated to  providing  equity  and  long-term  debt  to  small 
businesses  owned  by  socially  or  economically  disadvantaged 
people.  MESBICs  are  privately  managed  and  may  borrow 
up  to  three  times  their  private  equity. 

MORTGAGE 


A  loan  secured  by  real  estate, 
lateral  for  the  loan. 


The  real  estate  is  the  col- 


MULTIPLIER  EFFECT 


The  total  number  of  jobs  resulting  from  the  employment 
of  one  person  in  a  basic  industry.  The  multiplier  may  also 
apply  to  income  or  dollars  sales. 


a 
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NEAR-EQUITY 


N 


Subordinated  debt,  convertible  debt,  debt  with  warrants 
or  preferred  stock  invested  in  a  new  or  young  business. 
Because  of  the  subordinated  nature  of  these  instruments, 
it  is  unlikely  that  their  claim  on  the  business  could  be  met 
in  the  event  of  its  liquidation.  Therefore,  the  risk  upon 
liquidation  is  much  the  same  for  those  holding  such  claims 
as  it  would  be  for  holders  of  common  stock;  hence  the 
name  near-equity. 


NET  INCOME  OR  PROFIT 


NET  WORTH 


The  dollar  amount  excess  of  gross  profit  over  total  expenses 
for  a  given  time  period. 


The  value  of  the  owner's  interest  in  the  business.  Basically, 
the  amount  by  which  assets  exceed  liabilities.  It  is  possible 
to  have  a  negative  net  worth  when  liabilities  exceed  assets. 


NOTES 


Payable  A  debt  owed  by  the  business  to  a  credit  which  is  evidenced 

by   the   debtor's   written    IOU   and  is  not  secured  by  an 
collateral. 

Promissory       A  written  promise  to  pay  on  demand  or  at  a  fixed  future 
time,  a  set  sum  of  money  to  a  specified  person. 


OPPOR  TUNITY  COSTS 

The  costs  of  foregone  opportunities.  Since  resources  are 
limited,  the  choice  to  produce  one  type  of  good  means  a 
choice  to  forego  using  those  resources  for  the  production 
of  other  goods. 


OPTION 


The  purchases  right  to  buy  property  at  a  specified  price 
during  a  specified  period  of  time.  For  example,  Mr.  X  pays 
Mr.  Y  $1,000  for  the  right  to  buy  Mr.  Y's  machine  for  $100 
at  any  time  during  the  next  30  days.  Because  Mr.  X  has 
purchased  the  option  on  Mr.  Y's  machine,  Mr.  Y  cannot 
sell  it  to  anyone  else  for  30  days  and  he  must  sell  it  to  Mr. 
X  at  any  time  during  the  30  days  if  Mr.  X  pays  him  the 
$100. 
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OVERHEAD 


PARTNERSHIP 


Costs  incurred  in  the  manufacture  or  sale  of  merchandise. 
These  costs  include  indirect  labor,  rent,  utilities,  insurance, 
office  supplies  and  the  like.  These  costs  do  not  include  the 
salaries  of  production  or  sales  personnel  or  other  direct 
costs  of  production  or  sales. 


A  legal  entity  formed  by  two  or  more  persons  to  do  bus- 
iness. The  partners  must  invest  assets  in  or  contribute  ser- 
vices to  the  entity  and  must  share  in  both  the  profits  and 
losses  from  the  business. 


PER  CAPITA  INCOME 


Derived  by  dividing  total  personal  income  received  by  an 
area  during  a  year  by  an  area's  mid-year  population. 


> 


PERSONAL  INCOME 


As  defined  by  U.S.  Bureau  of  Economic  Analysis,  it  is  the 
current  income  received  by  residents  of  an  area  from  all 
sources.  It  is  measured  before  deduction  of  income  and 
other  personal  taxes,  but  after  deduction  of  income  and 
other  personal  taxes,  but  after  deduction  of  personal  con- 
tributions to  social  security,  government  retirement,  and 
other  social  insurance  programs.  It  includes  income  re- 
ceived by  persons  from  business;  federal,  state  and  local 
governments;  households  and  institutions,  and  foreign 
countries. 


PHYSICAL  DISASTER  LOANS 


SBA  loans  to  help  small  businesses  recover  from  the  effects 
of  physical  disaster  (floods,  etc.)  or  from  an  inability  to 
market  a  product  because  of  disease  or  toxicity  resulting 
from  natural  or  undetermined  causes. 


PIECE  WORK  IRA  TE  OF  PA  Y 


Wages  which  are  directly  tied  to  the  productivity  of  the 
worker.  For  instance,  for  every  five  shirts  sewed,  the  stit- 
cher receives  $X. 


a 
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PLANT  IMPROVEMENT  LOANS 


Loans  made  to  finance  improvements  on  business  proper- 
ties and  plants.  They  are  intermediate  or  long-term  and 
generally  secured  by  a  first  mortgage  on  the  same  property. 


PREFERRED  STOCK 


A  class  of  stock  that  has  rights  and  claims  ahead  of  common 
stock.  Such  right  or  claim  could  entail  a  prior  claim  on 
assets  in  the  event  of  liquidation,  a  designated  position  with 
regard  to  earnings  and  dividends,  or  both  of  these. 


PREPAID  ITEMS 


An  expense  paid  in  advance,  the  payment  for  which  will  be 
applied  to  a  future  debt.  For  instance,  Mr.  X  pays  Mr.  Y 
three  months  rent  in  advance.  The  payment  makes  three 
months  rent  a  prepaid  expense. 


PRICE  SUPPOR  T  LOANS 


Loans  designed  to  provide  farmers  a  fair  cash  return  on  cer- 
tain eligible  commodities  used  as  collateral.  Loans  are  non- 
recourse; that  is,  the  loan  is  paid  by  the  delivery  of  the  com- 
modity that  was  used  as  collateral,  or  by  repayment  of  the 
loan  principal  plus  interest.  The  farmer  is  not  required  to 
make  good  on  any  decline  in  the  market  value  of  the  col- 
lateral. 


PRICE  SUPPOR  T  PA  YMENTS 


PRINCIPAL 


Direct  payments  to  farmers  to  provide  them  with  a  fair 
cash  return  on  their  commodities  when  prices  for  those 
commodities  fall  below  a  specified  "support"  level. 


The  actual  dollar  amount  of  an  investment  or  a  loan  as  op- 
posed to  what  the  investment  earns  or  the  interest  charged 
on  the  loan. 


PROCUREMENT 


The  purchase  of  goods  or  services  on  a  contract  basis  by 
government  or  private  concerns. 
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PRODUCT/ON  CREDIT 


PROMOTION 


Farm  loans  for  seasonal  production  purposes  such  as  the 
purchase  of  seed,  feed,  fertilizer,  and  other  current  farm  ex- 
penses. These  loans  generally  mature  within  a  year  and  may 
be  unsecured  or  secured.  Security  may  consist  of  a  first 
lien  on  crops  or  the  best  liens  obtainable  on  other  items. 


The  process  of  launching  a  new  business  by  working  to 
secure  customers  or  selling  stock  or  securities  to  obtain 
necessary  capital. 


PURCHASE  AND  SALE  AGREEMENT 


A  legal  agreement  between  a  buyer  and  seller  detailing  all 
of  the  specific  terms  under  which  the  buyer  will  buy  and 
the  seller  will  sell.  The  terms  include  a  description  of  what 
is  being  sold,  price,  time  at  which  the  sale  will  take  place, 
and  method  of  payment. 


RE  A  L  EST  A  TE  MOR  TGA  GES 


Long-term  mortgage  loans  that  provide  a  way  of  obtain- 
ing a  substantial  loan  (up  to  75  percent  of  the  property 
value)  for  a  term  of  fifteen  to  thirty  years. 


RECREA  TION  FACILITY  LOANS 


Loans  obtained  for  the  purpose  of  financing  the  conversion 
of  all  or  part  of  a  farm  to  income-producing  outdoor  re- 
creation enterprises.  These  loans  are  secured  by  a  farm 
mortgage  or  the  pledge  of  equipment  and  livestock. 


REPLACEMENT  VALUE 


The  dollar  value  determined  by  an  appraiser  for  the  cost 
of  replacing  existing  property,  facilities  or  equipment 
with  similar  property,  facilities  or  equipment.  Replacing 
can  mean  purchasing  or  constructing. 


RESTRICTIVE  COVENANTS 


Financing  arrangement  agreements  whereby  the  borrower 
promises  to  refrain  from  doing  certain  things  such  as  pay- 
ing out  in  dividends  more  than  a  specified  portion  of 
income. 
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RETAIL  BUSINESS 


RETAINER 


A  business  in  which  the  owner  buys  products  or  goods  from 
a  wholesaler  and  sells  them  to  customers  who  make  personal 
use  of  what  they  buy  rather  than  reselling. 


Money  paid  to  purchase  the  on-call  services  of  a  profes- 
sional for  a  fixed  period  of  time. 


s 

SECOND  STAGE  PROJECTS  Venture  capital  financing 

A  potential  investment  which  is  one  to  three  years  old, 
and  either  is  about  to  reach  break-even  or  is  projecting 
profits  within  one  year. 

SECURITY 

A  written  document  such  as  a  stock  or  bond  which  is 
purchased  as  an  investment  by  the  stockholder  or  owner  of 
the  bond.  Also,  the  collateral  for  a  loan. 

SECURITY  INTEREST 

An  interest  in  property  securing  or  guaranteeing  a  debt. 

SEED  CAPITAL 

Equity  money  supplied  to  help  a  company  get  off  the 
ground.  The  money  is  almost  always  supplied  by  an  entre- 
preneur and  his/her  family,  friends,  and  relatives.  (At  this 
early  stage,  it  is  quite  difficult  to  obtain  equity  from  a 
venture  capitalist). 

SER  VICE  BUSINESS 

A  business  which  sells  services  to  its  customers  rather  than 
products  or  goods.  For  example,  a  janitorial/maintenance 
company  or  beauty  parlor. 

SHORT-TERM  LOANS 

Borrowed  funds  to  be  repaid  in  less  than  one  year.  The 
loans  can  be  made  on  a  secured  or  unsecured  basis. 

SINGLE  PA  YMENT  NOTES 

Agreement  used  for  most  production  credit  loans.  Pay- 
ment is  tied  to  the  agricultural  cycle  and  the  sale  of  crops, 
dairy  products,  or  livestock. 
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SMALL  BUSINESS 
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The  SBA  defines  a  small  business  as  one  that  meets  these 
general  size  standards: 

•  Wholesale-annual  sales  from  $5  million  to  $15  mil- 
lion, depending  on  the  industry. 

•  Retail  or  service  -  annual  sales  or  receipts  from  $1 
million   to   $5  million,  depending  on  the  industry. 

•  Construction  -  annual  sales  or  receipts  of  not  more 
than  $5  million  average  over  a  three-year  period ;  and 

•  Manufacturing  -  from  250  to  1,500  employees,  de- 
pending on  the  industry. 


SMALL  BUSINESS  INVESTMENT  COMPANY  (SBIC) 

An  investment  company  licensed  by  the  SBA  that  provides 
equity  capital  and  long-term  debt  (more  than  five  years) 
to  small  businesses.  SBICs  are  capitalized  with  private 
equity  money  and  are  privately  managed.  They  may  bor- 
row up  to  three  times  their  private  equity  from  the  SBA. 


SOLE  OR  SINGLE  PROPRIETORSHIP 

A  business  that  is  owned  by  one  person  who  have  the  ex- 
clusive right  to  all  profits  and  exclusive  responsibility  to 
absorb  all  losses. 


SPECIAL  LOANS  FOR  THE  DISADVANTAGED 

Secured  short-,  intermediate-,  or  long-term  loans  to  finance 
working  capital,  equipment,  plant  conversion,  construction, 
or  expansion.  These  loans  are  SBA  guaranteed  and  are 
available  to  minority  businessmen. 


SPECIFICATION 


An  accurate  and  complete  description  of  goods  to  be  manu- 
factured, construction  work  to  be  done,  or  services  to  be 
performed.  Specifications  include  physical,  chemical  and 
performance  requirements.  Failure  to  meet  the  specifica- 
tions included  in  a  contract  entitles  the  buyer  not  to  pay 
or  to  end  the  contract. 
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STANDARD  INDUSTRIAL  CLASSIFICA  TION  (SIC)  CODES 

Established  by  the  U.S.  Office  of  Management  and  Budget 
(OMB)  SIC  Codes  provide  a  numeric  system  of  classifying 
employment  establishments  by  type  of  activity.  The  SIC 
Code  divides  the  nation's  economic  activities  into  ten  broad 
industrial  divisions  identified  by  the  first  digits,  with  more 
detailed  breakdowns  of  two,  three,  and  four  digits. 


STANDARD  METROPOLITAN 
STATISTICAL  AREAS 


Except  in  New  England  States,  a  standard 
metropolitan  statistical  area  is  a  county  or 
group  of  contiguous  counties  which  contains 
at  least  one  city  of  50,000  inhabitants  or 
more,  or  "twin  cities"  with  a  combined  popu- 
lation of  at  least  50,000.  In  addition  to  the 
county  or  counties  containing  such  a  city  or 
cities,  contiguous  counties  are  included  in  an 
SMSA  if,  according  to  certain  criteria,  they  are 
socially  and  economically  integrated  with  the 
central  city.  In  the  New  England  States, 
SMSAs  consist  of  towns  and  cities  instead  of 
counties.  In  recent  years,  four  cities  (High 
Point,  N.C.,  Macon,  Ga.,  Oklahoma  City, 
Okla.,  and  Sioux  Falls,  S.  Dak.)  have  annexed 
territory  which  lies  outside  the  boundaries  of 
the  SMSA.  Each  SMSA  must  include  at  least 
one  central  city,  and  the  complete  title  of  an 
SMSA  identifies  the  central  city  or  cities. 
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START-UPS  "Seed  deals"     (Venture  Capital  Financing) 

These  are  businesses  that  are  still  in  the  idea  stage,  or  in  the 
process  of  being  organized.  Some  have  a  prototype  of  their 
products,  and  most  have  prepared  a  business  plan  and 
chosen  the  key  officers. 
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STOCK 


Capital  The  initial  securities  issued  and  sold  by  the  corporation  to 

raise  the  capital  funds  necessary  to  start  the  business. 

Common        Stock  issued  by  a  corporation  which  entitles  the  owner  to 
Voting  share  in  the  net  worth  of  the  corporation,  to  vote  in  the 

corporation  elections,  and  which  may  entitle  the  owner  to 

a  share  in  the  profits  of  the  corporation. 

Preferred  Stock  issued  by  a  corporation  entitling  the  owner  to  a  pre- 
ferential share  in  the  profits  of  the  corporation  and  in  the 
assets  of  the  corporation  if  it  is  dissolved.  This  stock  may 
entitle  the  owner  to  vote  in  certain  corporation  elections. 


SUBORDINATION 


Taking  a  less  than  preferred  security  position  or  interest  for 
money  loaned.  For  instance,  a  second  mortgage  or  deed  of 
trust.  If  the  mortgage  is  foreclosed,  then  the  proceeds  from 
the  sales  property  will  go  to  satisfy  the  debt  to  the  first 
mortgage  holder  first  and  whatever  is  left  over  will  go  to 
satisfy  the  debt  to  the  second  mortgage  holder. 


SUBORDINA  TED  DEBENTURE 


A  credit  instrument  guaranteed  by  a  security  interest  sub- 
ordinated to  another  security  interest. 


TAX  ASSESSMENT  VALUE 

The  value  at  which  property  is  appraised  for  tax  purposes. 


TERM  LOANS 


Bank  loans  generally  made  for  periods  of  from  on  to  five 
years  and  requiring  periodic  repayment.  The  loan  agree- 
ments are  designed  to  fit  the  particular  needs  of  each 
borrower. 


TERMINA  TION  CONDITIONS 


The  conditions  under  which  either  the  landlord  or  the 
tenant,  the  lessor  or  the  lessee,  can  break  the  lease  with- 
out becoming  liable. 


^> 
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THIRD  STAGE  PROJECTS  (Venture  capital  financing) 

In  venture  capital  circles,  this  is  usually  the  last  round  of 
private  financing;  further  financing  is  normally  by  public 
offering.  At  this  stage,  the  company  to  be  invested  in  is 
most  likely  profitable. 

TIME  SALES  FINANCING 

The  purchase  of  installment  receivables  at  a  discount  by 
a  commercial  finance  company  which  assumes  responsi- 
bility for  their  collection. 


TRADE  CREDIT 


The  form  of  credit  most  widely  used  by  firms.  One  firm 
buys  goods  or  services  from  a  supplier  and  is  given  thirty 
days,  sixty  days,  or  some  other  specified  time  period  in 
which  to  pay  the  bill. 


TOTAL  LABOR  FORCE 


TRADE  AREA 


As  defined  by  the  U.S.  Department  of  Labor,  it  includes  all 
working-age  civilians  classified  as  employed  or  unemployed 
as  well  as  all  members  of  the  Armed  Forces  both  in  the 
United  States  and  abroad. 


The  geographic  area  from  which  a  business  draws  its  cus- 
tomers   or   in   which   the   customers   of  the   business   are 


located. 
TRANSFER  PA  YMENTS 


As  defined  by  BEA,  they  are  receipts  from  government  and 
business  for  which  no  service  is  rendered  currently:  pen- 
sions, unemployment  benefits,  disability  benefits,  medicare 
benefits,  direct  relief,  bad  debts  absorbed  by  business  es- 
tablishments, corporate  gifts  to  private,  non-profit  insti- 
tutions, etc. 


UNDEREMPLO  YMENT 


Includes  all  persons  whose  skills,  education  or  training 
qualifies  them  for  a  higher  skilled  or  better  paying  job  than 
they  presently  hold.  It  also  includes  persons  only  able  to 
find  part-time  rather  than  full-time  work  in  their  fields. 
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VNEMPLO  YED  PERSONS 


As  defined  by  the  U.  S.  Department  of  Labor,  the  term 
includes  all  civilians  who  were  not  employed  but  were 
available  and  actively  seeking  work  within  the  past  four 
weeks,  were  waiting  to  be  called  back  to  a  job  from  which 
they  had  been  laid  off,  or  were  waiting  to  report  to  a  new 
job  scheduled  to  begin  within  30  days. 


VENTURE  CAPITAL 


Money  that  is  used  to  purchase  equity  (shares  of  common 
stock)  or  debt  securities  with  equity  features  (subordinated 
debentures  convertible  into  common  stock,  or  junior  notes 
with  warrants  to  purchase  common  stock)  from  young, 
unseasoned  companies.  Although  these  companies  are  often 
not  making  a  profit  when  the  investment  is  made,  the  ex- 
pectation is  that  a  significant  profit  can  be  made  within  the 
next  three  to  five  years. 


I 


w 

WAREHOUSE  RECEIPT  LOANS 


WARRANTS 


WHOLESALER 


Bank  loans  made  on  the  pledge  of  goods  or  commodities 
that  are  placed  or  can  be  placed  in  a  recognized  commer- 
cial warehouse. 


Long-term  options  to  buy  a  stated  number  of  shares  of 
common  stock  at  a  specified  price  (called  the  "exercise 
price"). 


A  business  which  sells  products  or  goods  in  large  quanti- 
ties usually  to  retail  businesses  for  resale. 


WORKING-CAPITAL  LOANS,  SECURED 


Loans  for  such  operating  needs  as  inventory,  cash-on- 
hand,  supplies,  taxes,  wages,  and  other  expenses.  These 
loans  are  secured  by  pledge  of  equipment  and/or  property. 


ZONING 

Local  government  laws  governing  land  use. 
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APPENDIX  B 


"» 


FEDERAL  PROGRAMS  FOR 
COMMUNITY  ECONOMIC  DEVELOPMENT 

This  appendix  presents  federal  programs,  classified  alphabetically  and  by  a 
functional  index,  which  CDOs  can  utilize  for  community  economic  develop- 
ment. This  list  of  programs  should  not  be  considered  exhaustive. 

The  Catalog  of  Federal  Domestic  Assistance  provides  more  detail  on  each  pro- 
gram. 

The  information  in  this  chart  was  provided  by  the  Office  of  Neighborhood 
Development,  under  Assistant  Secretary  Geno  Baroni  at  HUD.  Carol  Ohlrogge 
volunteered  her  time  and  organized  the  classification  scheme. 

A  more  complete  listing  of  neighborhood-oriented  federal  programs  may  be 
obtained  by  writing  to: 

Neighborhood  Information  Division 

Office  of  Neighborhood  Development 

Room  3174 

HUD 

Washington,  D.C.  20410 
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CROSS  REFERENCED  BY  ALPHABETICAL 
LISTING  OF  PROGRAMS 


I 


Program  Title 

Am  track  Improvement  Act  Program 

Appalachian  Regional  Development 
Program 

Architectural  Planning  and 
Design  Program 

Arts  Centers  and  Festivals 

Business  and  Industrial  Loans 

Business  Development  Loans 

Community  Action  Program 

Community  Anti-Crime  Program 

Community  Conservation  Research 

Community  Development  Block 
Grants 

Community  Economic  Develop- 
ment Program 

Community  Food  and  Nutrition 
Program 

Community  Health  Centers 

Community  Health  Services 

Community  Relations  Service 

Community  Resource  Develop- 
ment  Program 


Category 

Historical  Preserva- 
tion 

General    Economic   Develop- 
ment 

Arts  and  Culture 


Arts  and  Culture 

Business  Development 

Business  Development 

Social  Services 

Social  Services 

Housing 

General  Economic  Develop- 
ment 

General  Economic  Develop- 
ment 

Health 

Health 

Health 

Social  Services 

General  Economic  Develop- 
ment 


t. 
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Program  Title 

Comprehensive  Employment 
Training  Act 

Consumer  and  Regulatory 
Functions 

Energy  and  Weatherization 
Program 

Expansion  Arts  Program 

Foster  Grandparent  Program 

Head  Start 

Historic  American  Building 
Survey 

Historic  American  Engineering 
Record 

Historic  Preservation  Challenge 
Grant  Awards 

Historic  Preservation  Grants-In-Aid 
Program 

Housing  Consumer  Services 

Land  and  Water  Conservation  Fund 

Learning  Through  the  Arts 

Livable  Cities 

Minority  Bank  Deposit  Program 

Minority  Business  Development 
Program 

National  Consumer  Cooperative 
Bank 

National  Register  of  Historic  Places 
National  Theme  Awards  Program 


Category 

Employment,  Labor  &  Job 
Training 

Volunteer 


Housing 

Arts  and  Culture 
Volunteer 
Social  Services 
Historical  Preservation 

Historical  Preservation 

Historical  Preservation 

Historical  Preservation 

Housing 
Recreation 
Arts  and  Culture 
Arts  and  Culture 
Business  Development 

Business  Development 

Business  Development 

Historical  Preservation 
Arts  and  Culture 


B.3 


Program  Title 

Category 

Natural  Helping  Networks  and 
Service  Delivery 

Social  Services 

Neighborhood  Housing  Services 
Program 

Housing 

Neighborhood  Preservation  Devel- 
opment 

Housing 

Neighborhood  Preservation  Project 

Housing 

Neighborhood  Self-Help  and 
Development 

Housing 

Neighborhood  Strategy  Area 
Program 

General  Econo: 
ment 

OHDS  Transportation  Demonstra- 
tion Program 

Planning  Grants  for  Economic 
Development 

Public  Works  &  Development 
Facilities  —  Long  Term  Employ- 
ment Program 

Public  Works  Impact  Program 

Retired  Senior  Volunteer  Program 

Reading  Academy 

Science  for  Citizens 

Science  for  Citizens:  Public  Service 
Science  Residencies 

Section  312  Housing  Rehabilita- 
tion Program 

Senior  Companions  Program 


Senior  Opportunities  and 
Services 


Transportation 


General  Economic  Develop- 
ment 


Employment,  Labor  and  Job 
Training 


Public  Works 
Volunteer 
Education 
Social  Services 
Social  Services 

Housing 


Employment,  Labor  and  Job 
Training 

Social  Services 


<. 
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Program  Title 


Category 


Small  Business  Administration 
Loan  Program 


Business  Development 


3 


Special  Projects  Program 

Surplus  Federal  Real  Property 
for  Parks  and  Recreation 
Program 

Tax  Incentive  for  Rehabilitation 

Technical  Assistance  Grants 

Technical  Assistance  Program 


Title  1  ESEA  (Elementary  and 
Secondary  Education  Act), 
Conservation  Provision 

Urban  Development  Action  Grants 


Urban  Homesteading  Program 

Urban  Park  and  Recreation  Re- 
covery Program 

Volunteers  in  Service  to  America 

Work  Incentive  Program  and  In- 
centives 

Works  of  Art  in  Public 
Places 

YACC 


Youth  Community  Conservation 
Improvements  Project 

Youth  Conservation  Corps 


Youth  Employment  and  Training 
Program 


Business  Development 
Recreation 

Historical  Preservation 

General  Economic  De- 
velopment 

General  Economic  De- 
velopment 

Education 


General  Economic  De- 
velopment 

Housing 

Recreation 

Volunteer 

Employment,  Labor  and  Job 
Training 

Arts  and  Culture 


Employment,  Labor  and  Job 
Training 

Employment,  Labor  and  Job 
Training 

Employment,  Labor  and  Job 
Training 

Employment,  Labor  and  Job 
Training 


B.5 


^1 

G 

a 

o 

o 

3 

+-1 

to 

o 
o 

22 

o" 

0\ 

o 

iO 

<10 

a 


o 
o 
o 

o" 
o 

CM 


■V3 


t 


o 

CD  ^ 

O   -w 

>-   c 
a-  « 

oO 

6 

2 


cm 

CO 


o 

c 
o 
U 


c 

-2  w 

TO  _ 

■s  g 

cd   c 

CO  -£ 

TO 


o 

to 

o 

CM 


ZPo 

„      -CM 

^  c  o 

O  to 


CO 

w 
o 

CM  >  CM 


G  CO 


22  CM 


TO 


C 

o 

TO 

O 

3 
13 


o 

64H 


TO 


5 

o 

OD 

g  SP  g 


CO 

o 

cQ 
O 
CM 

+;  en 
C  oo 


H 


~r 


x<? 

2  CM 


G 

O 
S-l 

G 
W 
T3 


CD    Sh 

•4J       G 

o  G 


H 

c 


to 

o 

lO 

o 

CI 


^    "2»  "— '  13 

CM  >  CM         <! 


G 

CD 

£ 

o 

C  G 

^H      SH     +3 

TO  <3    <9D 

£  .  s 


Q 


TO 


§  a  * 

5  b  o 

Sh  ^  -3 


2< 


Q 


2  cc 

-G 

■^  w 

tH  o 


tO 

o 

lO 

o 

<M 

do 

-  c  o 

O  CO 

G  CO 

29 

23  cm 


<M  !>  CM 


G  << 

CD 

u 

G 

£5 

•2  S 

i) 

+3     «W 

S»j 

TO 

< 

2 

G 

s 

o 

C 

'to 
G 

.2 

+3 

TO 


I 


I 

a- 


<D 

Q 


TO 

BO 

0 


CO    «1H       I 

2       a 


> 

< 
co 

0$  si 
W  £ 

H    TO 

2;  S 
w 

O  w 
^    0) 

co  -a 
H  > 
tf  g 

<  Oh 


6b 


.-G    O 

2  « 
P.  a 


2  «  o 
G    O  +3 


s: 

2   G 
^.2 


§§.2-2 

w  .22  ^  § 
<d  55  n  .y 

TO    G    TO 


'S  *3C  G 

TO    O    O    co 


CO    TO 
<    TO 

X  73 
H    TO 

o  s 

Pi    co 

<^ 
w  =2 

j2 


15 


TO   <D  -43 

g)TO°^ 

aTO^ 


O    «M 


0) 


CO 

2r-xs 
3  a  g 

O    O    o 
£co-°  g 

I  -s  z  > 

O    o    O    G 
t>  -u  to  a> 


en 
Q 

w 
2 

S 

H 

<3 

2  0h 


O     CD 

TO  — 

N  g 

'G  CD 

3  > 

E?a 

sfl  -2 

2t3 

a  c 
g  to 

O    CD 

G  -t-3 

TO 


-a  -a 
c  c 


-o 


a 

CD 

O    cd 

X! 
G 


sh   a> 

3  -G 


G  -3 

TO    TO 


.2  «w 

c  o 

1:0   — 
ttCT3 

O  [g 

"a 
G  S 

e3  -G 


Sh     TO 


b  .2 


c  .2  o 

c     co  Oh 


§  s 


G 

0) 

S   ^ 

CD  +j 

O  o 

G  TO 

TO  *h 

-G  5 

G  -^ 

CD 

-a   3 
G   2* 

'   TO   'S 

3 


y    >> 


hb. S1  g  '2 


.  o 

O    Jh    CD 

<M      DhT3 


1:3     TO 

9    g 


G  X 
CD    o 

O    co 
Sh 
Q,  co 

ID 


"3      .2 


<    G 

o 
O  2 

0h    *h 

2^ 
H    3 

Ph    w 

«<      - 

II 

I" 

Oh 
X 

H 


G  .2 

TO  +3 
CUD  O 

Sh     CD 
O     Sh 


S-l     TO 
TO    c 

o 

H-3      CO 
.£       0 

3  P 


^2 


hS-S 


o  o 


o  - 

•>  CO 

*  2 

"G  'i 

TO  o 

G  «M 


<  2 


-  3 

O    cd 
S  CD 

2<H      HI) 

+3  O  G 
CJ  TO 

3  +f  J3 

13  G  o 
O    JJ    X 

^Chto 

CD     O     Sh 

a-sl 


B.6 


0»    o 
BO  .5 

ON    O 


73 
O  .2 

43      S-l 

a  A 


\Cs 


03 


^h  Q-  te-ct 


CO 

«3- 


o 
o 

CO 

o 
o 
l> 


en 

0) 

O  «S    G 

ClJ 

-1-3 

c 

o3 

3  -^  2 

rG   cj  43 

=3 

b 

G  <u  r=! 

bo 
G 
0 

LO  T3  — 

CD  ,-,  ™ 
fNI     i3   CO 

1/1 


ft-  a 

to 

©  o 

6  "~ 
Z 


o 

CO 


iO 


42 
O 


be 
C 

3 

B 

O  Ph 


o 


O  u 

w    d) 

.  "   +3 

S-H     --H 

o 

O     43 

cd 

-S   u 

O      fH 

3 

o 

.^ 

U 

Q 

en    W 
CD  ^ 

03 

ll 

«3 
Z 


CD 
O 

m 
o 

£N 

Zq 

4-TQ  CD 

9>  gcn 

o  -* 

°3)4 

G  CO 


5-1 

< 


w 


c 
cu 

a 

3  s  fa 

-+J     CU 
-*-0  >rt    G 

o  c3  -§ 

Jh  Cd 

<J      Z 


CD 
O 
LO 

o 

q 

P  cd 

.    G  CN 

!  o  ■* 
G  co 
+3    en  cM 


< 


O 


a  a 

he  > 

2| 

CO    -M 

<n 

13  o 
G  -rt 
.2  3 
>Z 


CO 

o 

uO 

o 

CN 

q 

P  cd 

.CD 

'  c  m 

O  tH 

G  co 


rH  43 


CO 

Cxi 

CN  >  <M 


'3  £  •§ 

3    O    B 

^m£3. 


u 

cu 

sh 

Q 


T3  S 

o.S 

-G  -i-3 
o  > 

bfi  as 

<U    CU 

Z   G 


CD 
H 

•  O 

zb 


CU 

cu 

G 
to 

r7 

0J 

C  £ 
.2  co 

pq 

c3  i-J 

5-( 

-(-»  l—l 

C3 

a 

.2  -* 

CO 


Q  lo 
c  co 

O  CD 
"&co 
G  lo 

3^ 

■^  o 


c 

0) 
00 

< 


4-> 

G 
0) 

G 

i 

o 

G 
.2 

<st 
Z 


c 

0) 

a 

o 

-a 
c 
m 

H 
c 
o 

03 

z 


CU 

o 


c 

cu 

a  ■ 

O    en 

2» 
1- 

CO 

z 


G 

o 

CO 

Li3 

LO 

cd 

Cl. 

s», 

.s 

To 
2 

OM 

G 

PQ 

a 

T3 

"O 

cd 

< 

CQ 


3 


0) 

Q 

a 

C3 
i> 

60 
O 


.a  8 


cu 


bD- 


a, 


cu   cu  -t^ 

CO      — ( 

T3    O)    => 


S        cu 

ail-is 

I— <    CU  43 

T3  T3 
J    G 
H  rorB 

<    MS    co 

l!   o>  T3   cu 

JQoS 


k"  hfi  g  .  • 

SJ3  c 

5  a|  a 


cu 

c 
o 

bD£ 

a  ^ 

'Dh+3 


cu  -o 
-=3  G 


Sb 


Q 
Z 
< 

z 
z 
<J 

Pm 


O  q 


en  'C 

|3 

cu  cu 

■B  'S 
O 


cu 

o 

bn 


o3 
oj 

Sh 
O  . 


G  t4-1 


G 

_g 

en 
CU 

O 

O 

>> 

c 

a 
a 

o 

o 

G 
O 

cu 

cu  43 


o 

o 


a 


"  «i  oc 

"  3  <  '■&  a 

..2  Sd 

^B  . 

c?  B    G  ^ 

K    G    ^   S  O 

2  s  a  a  a 


&a 


-a 


O   cu 


o 

>■*    G 
O  -B 


o  Sx  a 

3'rt     U     S 


< 

D 
H 
O 

m 

H 
O 

< 


fa 
O 

s-S- 

8.1 

j    en 

Ph    cu 
CM  p 

z  ■» 

O  t3 
CQ   > 

Pet; 


-G 
en.y 

T3    £ 


CU  T3    O 

43    G  +» 
+»   cd 


:3   § 


O  43 
CU    o 

'o  S 

o 

G    en 
3--B 

5(-l    «M 

CU 

o   § 


73     Ph  en    en 

B  3    CU 

■»  4-  PE^ 

G  <h        o 

O    §  °         LO 

3  ?s  °  °  d 

Sdt3  Dh  aO 


be  cd 

G    o 

§    B 

a  3 
^a 


.1 

en 
OJ 
"C5 
T3 

G 
O 


cc  13  3 
|°° 

*  s  J 

1 — 1  ^ 

Z    B    ^ 
<3    O  T3 

Sob 

ail 

O  o 


I 

CO 

I 

S 


0) 

Q 


00 

o 


O  3 
CQ 


$  c3  "3 

3    B 


t5  a 

L       en 

3  ^ 

G    M 

cd  "En 

1n~  cd 

Is 

S    B 

5  g 

a  .5 

5   be 

o 

u^ 

+^  G 
B  cd 
cu   O 


-  en    m      • 

en    en    o  43 

2,  a  £3 

•^  en  ^  CU 
bC  3  -B  A 
Z^    go 


JZ 

<< 
so 


a 

o 

G 
0 
o 

en    CU 


^T-(       B 


o.  en 

3  a 

cu  ,B 

t*  'en 

CU    -3 

P-D 


G  73 

•3  o  33 

3  °  a 
3  ^3 d 

cd   ^ 

a^ 
43 

"3  .SP-> 
S  cu  C  ™ 

•H  533  s 

tS    en    B    cd 

§  S.2-S 

S   cu   S   >, 

3       0  G 

en  T3    n  G 
CU  •£*  B 

s  o-o  a 

cu   *h    G    O 
G    Ch  cd   cj 


B.7 


cu  o 
On    O 


O  03 

\=i  c 

:33  c« 

iH  Si 

J  ° 

tH  «ih 

4# 


i- 
/J 


lfl 


cd 

CO 

:-■ 
CO 


u 

c 

s 

0 

•rr>  t/3 

O  -h 

a 

CU    «J 

CO 

**-<    r^S 

r-1 

oO 

-  ; 

d 

H 

Z 

32 


0) 

^ 

nS 

en 

| 

1 

0 

& 

o 

3-, 

cd 

t- 

S3 

o 

a 

.  .', 

m 

3 

.-- 1 

cu  73 

U 

o 

5< 

a 

CN 

<W      CD 

°  s 

CD    O 

< 

'.; 

P  co 

o  i-r1 

-3 
M 

cu 

B 

1 1 

„CN 

S3  CO 

u 

<H      03 

O  8 

>>a 

c. 

0 
'-+3 
cd 

-p  .J 
bJDC- 

ni    S3  -^ 

<T5 
■M 

c  s 

r- 
- 

£ 

tun 
Washi 
202-4 

s 

3  fe 

CO 

a 

c 

O 

cu 

U 

U 

P 

(H 

c. 

o 

■V 

■-:-) 

s 

>3 

ft  - 

i 

o  g 

cu 

S      >    -4J 

S-H 

CU    CD    cd 

0' 

CU 

•a  SQ-g 

33 

a  fto-^ 

+-> 

cono: 
evelo 
nomi 
dmin 

S3 

a 

■r. 

'-'] 

W  P  o  < 

•J. 

o 

< 

W 

— i 

(.i 

cu 

►  •■ 

... 

rt 

r- 

CU 

a 

1> 

B 

+j 

B 

a 

6 

ao 

CD 

p 

CO 

co 

CN 

o 

IN 

d 

P  CO 
S3  rH 

o  m 
-^  .J 

bfiC~ 
S3  C- 

s  °? 

^  CO 


■J 

CD 
02    co 


ti — ■ 
0 


CD    © 

2  j^ 

«m  Cm 


ft    rH 

CD  .h 
CD    $0 

.a  c 

S3  T3 

o 


CD  k^ 
CD   >7 

e  . 


PrH 


o 
co 

CO 

o 

CN 

d 

•piH 

-lO 

S3  t> 

o  to 

+->  -J 

bcc- 
S3  r- 

£=? 

£  CN 
^O 
^  (M 


C" 

> 

SB  o 

02    <H 

.a  3 

^  CD 
S3  Si 
S    33 

PQ  pq 


c 

vi    CD 

CD     C! 
P      . 

O  <; 
o  o 

C  CNS 

.s  a 

o 

o 
P5 


«2 

CN 

O 
CNJ 

>>  _.  ■ 


fe 


CD  »  °° 
><  S3  ^ 
H  o  co 

"_'  Bate 
0    S3  CD 

«  3  '  : 

ft  a  cN 
P^  CN 


C 
BO 


c3  & 

CD 
P 


'J  CD 

-u  o 

C  ^ 

CD  % 

a  s 

a  o 

CD 
P 


S3 

j,- 

a 

ft  - 

CD  -^ 

CD     «J     S3     CD 

is  aa 

c  T5    CD    O 

CJ 

W 


0 

S3 
0,. 

g 


« 

CU 


S3 

P 


1 


I 

I 

»3 


Q 


BO 

o 


02  xs 

H  13 
c/2  be  ^ 

D 


6  § 
£  a. 


CD 


U3    O  T3 


tf> 


_  c3  S3 

5  CD  o 

CD  CO 

•1-!   <H  — 1  — 1 


rt    S3 
n,    CD 


a 
o 

c, 


O    CD 

S3    CO 


.a  j 


5     S    _ 
S3  •-<  O 

ft£g 

>     03    ^> 

in  a)   aj   - 

S3  T3  ' T3    g 
co        rt3    co 

°,  -o  ?,  ^ 


P 

Z 
< 
02 


O    S3    O    en 
-i-1    CO    £X  «3 

2  Ef  ft  S 


."t3    O 

o 


M     r- 

CQ  cu 


.a  a. 


g  § 

S3  ^ 

a  co 

cu 


.5  .c 


3 

-C 

o 

S3 

2  ^  X! 

'c/3      O    +3 


CD  'O 


S3 

02  5 

CD 


o 
■J  a 

W  tic 

Q  s 
02.2 
02 

r-rl      «3 

S    CD 

r— I    -i-l 

02    > 

PQCC 


Qj  13 

o  ° 

0)     --I 

>   T3 

'V    CO 

13     CD 

o  * 

I"  ™ 

CD    ^ 

p    a, 

Q,  CO 

ft^ 
co  73 

O    > 

U3     c! 


S3  ^    CD 

>  -S   cu 
?        o 

c  a^ 

J2-G    o3 

I  S 

3    BC  ft 

-2  a  ° 

w  +3    CD 

CU     «3     > 

a  cu  ^ 

^  _    CD 

"11 


g. 


CO    CD 

0  a 


a  +5  a 

U3      CD 

a 

a 

> 
o 
on 


to 

a, 
0 


T3 

U3    -p 
CD    CO 

C/3      #-i 

8  I 

S3    co 


3  "3  "3 


T3    ,-h      >1     O      A      CD  °3 

_  a  si  S 

co  OT5 

O  4J    ' 


-6  o'^^ 


«  o 

2  J3 


O  t-H    cu    co    «    O 


«»  S-« 


c  a< 

CD         -1-3 

g  ftc 


3^5  5° 


0  &  §  W3  bJ 


;     W     ta     ^     >-* 

pc,  J3   co   O   £ 
P3 

Cm 

CO 

O 

o 

03 
d, 

<3 


O    CD 


„  ffl    c 

cu  >  &, 

>     CD     O 

O'O'M 


o  x5 

ci.g 


5  2-   "     ^  S3        «  > 
o 

S3 

0 


a  13 

§  .2  a  6  13 


w  w     r-  O   ."t3  CJ 

•  ^h  ' — 1     *-<  t-h     r>  r\ 

"j      m-P  ^3  -•->      r5  O 

'to    S3    2  "O    °  3              n 

133  -2  h  a  -^  +3  v.  tt 


03    CO 
CD    N 


a 

-    cC 

o 

CU -3?  -1    o 


d     CD     CD 

o       ^ 


G  1  '3  8 .2  ^  «  -  0  o  .a 


Cm 


02   Cm    O 


.•£-§  a  a. a  <  =2^ 


13    >> 
S3  +3 

o 

S3 


&  .a 


o  1  a 

Pm   &c  S3 

Cm 

CD  'co 


02 


"C5    O 


CU 


0,0)  a 

Cm  ^  CD 

sd    CD  o 

Sm  -|J 

2  w 

S3  cd 

■  ^  03 

O  CD 


< 

PQ 

>-< 

>— 1  t3  .2 
Z  '55  73   S3 

1— 1  cd  ;i  a 
S  p  a~o 


* 


B.8 


*> 


J-> 

IS 

CL> 

o 

Oil 

9 

.2 

an 

a 

O 

o 

f- 

v.. 

;> 

SS, 

r— < 

O., 

< 

T3 
01 

a 


o 

01  ,— . 

o 

co 

o  +-> 

o 

a 

Oh   « 

q 

<**  "r 

<N 

efl 

oO 

<N 

*— « ^ 

o 

z 

u 

C 

o 
O 


a; 

'3 

>>  a 

2  s 
.S  w 


O 
0)  q3 

o>  ."£ 

S     CO 

§§ 


«M      01 

°  .2 

«*H 

o 


a£ 


O 
CO 
<N 
O 
CM 

q 
.  Q  -* 

E>  cCNJ 
!>  C  O 
^   O  op 

oi.2£ 


ea 


N 


T3 

Sh 
O 

O    ^ 

ai   S3 
-^  5 

£5 

+^  *-a 

a 

O 


) 


u 

c 
m 

00 


o    01 

g  « 

a  o 

o> 
Q 


> 

;■-■ 
■J 

CO 

cd 

01    -^ 

£.  S3 

XT'     01 

oi  a 

H    0 

'3  Q 


3 


g 
s 


01 

Q 
E 

« 
s- 

00 

O 


CO 

-,    01 

a<3 

2    "if, 

W    CO 
-t->    a> 


S 

Dm 

o 


Q 


o  £ 

P  0)   n 

K.  t)        O 

S3  C    S 
01 

CJ 


co 

PQ 


co 

CO  ^    S3 

WO'H 

S3    01 
co    CD 

P-B3 

O  O 

^^ 

2  0h 


*0   o     ' 
Qi  c!  2 

S3  "^    & 
S3    co  .S3 

d)     CO 

H 

al 

.2  G 

N     ?1 


>i  01 

o  o 

CI    S3 


i  S3 


S3    a) 

°! 

O  A 


O    >  CM    P 


^^ 

Ph  T) 

w  2 

O  +2 

o  3 

P 

CO 

O 
O 

^^ 

<  <j 

ZPQ 


CO   +J 
•'"    S3 


?*  cV, 


Si's 


o  o 


o 

o 

CO 

> 

'S 
u 


3  |  o 


O 

CO 
CO 


S3  co 

-1  01 

i-  o 

S3  O 

O  «> 


w 


°  — 


O 

.Jh    ■ 


01    <+H 

co    o 


01    +3 

I  2 

01 

a  S3 
x  o 

01    g 


CO 


a-— 
?  o 

-^  ^3 


^^    c^^ 


_    ca  C 

O    co  -s 

01  ^ 
-Q  -S3  01 

on 

3  CO' 

2  G 


0)  cj 
cu    S3 

a'3 

°  -s 
°  -2 
u  o 


B.9 


CU    a 
00.- 


3 
ON 


a 
a 

< 


«         ^ 


T3 
CU 

c 


c 

3 


o 

a;  ,—, 

•^>  vi 

O   -t- 

ir  s 

CO 

a,   eg 

CO 

oO 

p    ■-— "" 

o 

Z 

u 

4-1 

c 

,5 

u 


...■■ 
2 

13  a> 
c  cj 
o  is 
•  43  "h 
taO 

Z  73 
..   c3 

&    O 

5 


a) 
O  H   <D 

3  O  73 
C  +=>  3 
cu   >, 

-I 

CJ     oS  ^ 

««   Q<o 


O    S 


0-1 

o 

ew 

M 

-4J     O 

a 

d 

11 

Q 

d 

o 

1    S- 

bo 

O    w    O 

c 

M^-43 

'B 

13  JS  S 

O    co    g 

i— 1  o  m 


o 
cu 

DO 


Op 

II 
e.2 

CD   -+o 

Sea 
j    o 

o3-c3 
Q 


cu 

c.2 

cu  -u 

a  s 

a  73 

aw 
a> 

Q 


| 
3 


cu 


DO 

0 


s^  13  13  bo  2  fii 

■^  °  .2  fl  ^  c 

C  '+3  +j  m    o         '3 

C73    e8  h    g^X 


taOtfH   to 


^  — .  s 

S  o  ^ 


a^ 


c 


o 
s-i 

o  73  J3 


°^  a  £  g  1 


>, 
'8 

3 


0)    CD    g 

S  ^  o 


-     CD 
+j  >>  to 

03    CD    5p        "g 

CD  «    C~    ? 


..   _.    03  .a  73    sh 
C  "S  13    >    >  7?    CD 


as  P  ° 

S  a. 


|  M  .  5  a  5.  co 

CJ  _.  <J  T3     £     c3     . 

•^  2       g       cd  o 

C  3  «i  »  <h  ^  c 

o  2  ,,  o      _, 

b  o  .2      oo  S 

o  -S  So  3  o  co  g 
c'S  sa  an  £ 


Q 
2 

< 

<o 

ws 

w  o 

^  Ex] 

Ed  5 


S-i  S-i 

O  CD 

«  2P 

S 


2  ^5 


O  73    r 


2    O    . 

>  a  « 

^•3ST3 

2>- 
o  p  ° 

m   e   O 

<    S    ^ 
pj    O 


S-o- 

CD     k^ 

a^ 

O    3 
O    O 

■a  °  a 

o 


0  <D 
+3 

!-i    03 
CD    CJ 

-°  -2 

a  13 

1  2 

S  73 

2  § 


CO    co 
I  | 

a  a 
&^ 

03    w 

CD 

CO 

73 


+->  CJ 

a « 

73  CD 

— .  03 


O  o 


•fi  J3-2 


o  o  v  ^  a 


o 

CJ     CD 

O    . 


_     03    03 


B.10 


"St  c 

G 

CD    o 

eo.3 

O 

"O  ^3 

f— H 

3.2 

r^3 

M  a 

a 

OS    o 

rH 

r-  S 

00 

ON     », 

CO 

"-1  3 

€/3- 

LO 

od 

O! 

C! 

€0- 


73 

CD 

o  %•£ 

3  «  13    . 

&  •£,  cb  £ 
^  2  g  o 


o 

CO 

c,<> 


u 

CD  ,— 

d 
2 


o 

03 
+■> 

c 
u 


I 

O  H  ■ -h 


°  s 

•rH     CO 


Hfl 

>  -S 

CD   73 


^tf< 


<N 

o 

o> 

O 

r4-< 

a 

(M 

;>> 

Cm 

d 

cc; 

°  S 

o^Q^ 

3    >  -^ 

0)    <D    03 

X!  ^     -O 
03  <-■    G  C~ 

J    r  o  co 

CD 

■75 

s 

t.  of 
D  St 
hingt 
-376- 

4-3 

3 

ro' 
:-• 

'si 

o 
3 

0 

o 

evelc 
nomi 
dmir 

Cmi-H    a  CN 
<*>  O  .5  O 

to 

W  P 

CO 

o 

P  CO  t5  <N         < 


CO 
CO 
<N 

s° 

O    G  ^h 

O  om 

°  3  c- 

•  "3  CO 
+?  X!     I 

a.  eg  cm 

CD    ^  o 

w      P  ^  <m 


CO 


Jh  <    G 
03 


Ph 

«h  ^  -L. 

O    g  G         +3 

•a  £  s  .s  "8 

«m-  §;  -g  'g  £ 

X!  3 


5-1 

O 

£ 

X-1 

£ 

J 

J 

e»H 

o 

-f-i 

+3 

p 

a 

H 

CD 

O 

q 

CO 

CN 

o 

tN 

o 
Q  ^ 

3  t> 

O  CO 

~&)CO 

o  c- 

S  °? 

03 


£^  P 


(SO 

.5 

n-i    G    M 

o  -a -2, 

o  E-i  > 

OH 

°  5  2 

O    *    O 


ChX3 
CD 

P 


CD 

c-i 
O 
C'i 

U 

P  CD 

,00 

0  o 

i    O  00 

;  uico 
I  G  ^ 
'  IS  °? 
%  cN 

>° 


> 


C 

cu 


c  a, 

•G    CD 

•IB 


=8 


CD    co 
c^'S 


!4H 
O    CD 

g| 

s  I 

S  o 

CD 

P 


1p 


*5 

C-u'T 

>>'S  ^ 

O        Chl 

w 


CD 


s-s 


P 


faqE-x 


cu 

a 
E 

o 


a 


H 
P 

O 

PL, 

w 

H 
P 
O 


O    CD 

CO      o 


rW      CO 

5§^ 


t^  Cm  P_ 


CD    O  CM 

CD     C  ^ 

-s  °^ 

•2,  c  S 

co^    >> 
CD     03     O 

'?    O    oi 

Q   +3    CD 

y  s<  o 

Sh     CO   .5 

a  > 


Eh 

Ch 
O 

> 

P 

CO 

Ph 

o 


Ph 

W 

H 

O 

o 


O    O    CD    CD    - 

o  cd  g  x; 


X! 

3  r 

Oh 


p< 

Cm  fa 


CO 

HH     _ 

It-1  rrf  T3 


< 

O 

o 

Cm 

H   O 


°  s 

5H      O 

Oh^ 


O     CD 


CD    co 
03     S-i 

"    O 


G    co 
3    3    G 

o.a  -P 

Oh  ..    « 


o 


Oh    CD 
> 


gXJ 

■S  o 

-      CO    •  — 
Oh   3 


.3    O 


M  -^   be 

c  -p  e:  a 

CD         X>  .S 


o 

i— i 

> 

Ph 
CO 

OO 

O    HH 


1^C« 


O    O    c 
G   0C.3 


T3 

a; 
>> 
-o 

9J  cl 


O    ^ 


p>>   CD    01 

°5  s 

So0- 

o  '•H 

(-■     co 

jo     CD    r 
73  X! 

C      CO 

3  +> 
CD    co 


^^b' 


& 


mT  c«  a 


rd 


5g 

8S 

go 

^    I— I 


O    3 


3    Si 
5S 


-a  .1 


S  o 


03  -G 


2co 


hH    o 


s2    « 

a .« 

o  o 

Oh    * 
CO      Oh 


S  CD 
X!  -u 
•+J    - 


3 
O 

CO    ^ 

Ch    !h 

Ph  =4h 

o  3 

1—  ^ 
§  s 

O         >H 

H-2 

<2: 


> 

W     CD 

CO  G 

2  3 

O  § 

O  co 

HH      CO 

*±+    CD 
D> 

22 

l^1  Ch 


O^ 
S"gT3 

o  S  2 

03     Oh 
U     CD 

2    CD       „ 


3    CD 
03    > 

3   § 

5X! 

si 

CJ     £ 

03    w 


4ST3 

CJ    3 
cd   3 


_cd  .y 


3  '43 


«< 


CD 

.    OX) 

-  -a  ca  -3 
.2  §  ^S 


o 

2  3 

CD 

3    ^ 

S^ 

03 

&£ 
O    cc 

O,^ 
2« 

fj    3 
CD 

■"3  !2 


o 


03 


CD  •- 

O    3  -3    g 
o    OhT3  t-H 


s 

o  'M 

Si 

Oh   CO 

3  'to 

O     03 

3  X! 


3^1 

-t^  SI   LO 

to  C    g 

■O  °   o 

cu  3 

>  -g     CD 

cd  3    X 

£  Oh    CD 


B.ll 


CD    © 

00.3 

-O  ■<-' 
3.2 

«  a 

On  O 
t-  fa, 
on  a. 


43 
O 

H 

&9- 


s 

S 

6© 


B 

t/3 

0 

u 

tj 

to 

CU  ^ 

c; 

'31  M 

TO 

0/ 

1 

JH 
a 

O  O 

cd 

co 

.  ^" 

o 

"to 

z 

o 
-? 

o 
o 

00 


i 


tq  E-. 


O 

b 

cd       cm 

«4H 

o 

•5       <=> 

>> 

o 

<;      cm 

8°3 
4J    4J 

B3 

§       U 

Secre 
ymen 

Jh 

O 

00 

'-*3       Q  o 

43 

o 

3             „lO 

G  JN 

.t3        GO 

«-> 

g  -3 

•a  ^ 
.5  o 

X 

B        "Sdco 

u 

to  a 

+3 

3 
o 

O          c  <M 

to 

4_d 

CO      G 

TO       . 

O       -Su? 

E 
O 

U 

'w  W  E-h    a  CO  O  >    «  CM 

^      o  >  -5  o 

ojd 

a 

r-H 

c 

TO 

— -. 

Sh 

;m 

H     S 

O 

o 

43 

=3  --C 

TO 

g  £ 

kJ 

S(H 

CD    co 

0 

4-3 

CD 

3 

Q 

H 


E-h 
Z 

w 

O 


1> 

> 
O 

u 

o 


4*    G 
2    ° 

*  g 

'cd  43 
o    O 

cd  •—> 

co    G 

oS 

G     in 
O    +° 

a£ 
M  o 


X,    co| 


rQ       01  CO 

G    >  -° 

TO  '3  .o, 

G   >h  o 


iJ    O    3 

a^  M 

i|a 

G  2  -g 

Sh£      CO 

O  Z    G 


4h    <U 


a   G 


H 


0) 

Q 

wZ 

g 

TO 

00 

S<3 

0 

Otf 

0h 

OH 

G    S 

< 

Eh 
H 
O 


TO 

a  gj 
a 


o  .a 


f* 


OJ 


|_|     *H     CO     CO   ±3 
J      (11    _i_j»    j^a    ^^ 


D  S 


a^0 

CU    TO  -G 

43  +*  +e 
-^  c  o 

O    TO 

>  T3 

o<3    TO    TO 


1  C  > 

.S  O  S 

TO  -i-3  0) 

.■'■H  CO 

CD  u  x| 

O  O  c  -G 

„  a."  o 

co  -t-J  ^ 

Sh  4J  TO      <-• 

2  S 


O    G    cd    G 

a  a^3  +j 

co    O  -^  y- 

^  S^  o  S 
G  CD  ^  CD 
"C  T3    co  JO 

X>    G    TO 

O  O  3  43 
+j  .X.43  -u 


Z    r 

O  gj 

<  3 


o  § 

„  o 

O  CD 

-s  a 
b 


1     o 

SCD 
TO  j-. 
&)  O 
O  O 

a  to 
o 


CM  W 

Qo 

G  CO 
O  l> 

c  m 

43°? 
^3  <M 


f--^      CO 

3S    TO 


00  Z  3^  CM    § 


§8 

CM    CD 
^  4D 

go   S 

^03 
00    G 


Z 

o 

I — I 
H 
O 
< 


CD    O    C 


G    S 


o 

o 

■s-sl 


o  -3 


0 
P3    O 

a  «h 


CD 
co  43 
TO  +J 


Z    CD     S 

z 

a 


B 

3   _ 

2       o 
a  «  o 


CD 


Qd     CO     r 

5?-    >    CD    CD 

M    °  T3  43 

co  a  o  o 


CD     CD 

S  a 
>  a 
o  3 

Sh     CO 

5° 

T3  -t-< 

§  -O 

.  G 
co    CD 


o3 


»s 


TO 

O      CO 


C 
CD  .O 


a; 


o 
o 

x  el 

.3    O  +J 

S3     m     C 
^     CD     CD 

g£  £ 


CD 
43 


O 

o 


o  ^ 


CO 


CD  O 
1^ 

CO      g 

a  co 

TO  '^ 

l—l 
!h   CM 

O   O 

&   «t-t 

42  CM 

CD  O 
CO 

jj    CD 

CD< 
>     S-i 

■rt    CD 

TO       . 

Jo 

I0 

ent  of 
on,  D 
6694 

O    n 

a3 

G   ^ 

1-1    -H       ' 

fa   tuocD 

CD    0 

c 

-e  G  £> 

q 

y  a 

C     g 

0 

Depai 
Washi 
202-3 

in 

C 

43 

TO 

J 

4h 

O 

*-> 

3 

1> 

s 

<-• 

s 

a 

(D 

Q 

Q 

0 

i 

into   meaning- 
employment 
social  services, 
service.    State 

es    are    prime 
contracts  for 
mily  planning, 
es. 

Z 

< 

<! 

Ph 

0 

0 

43 

0 
co 

54-1 

O 
+^ 

O 

4TJ 

C/J 

CD 
§ 

O 

T3 

9  ™  . 

service    agenci 
they  may  issue 

of  day  care,  fa 
and  other  servic 

33 

a 

S 

TO 
5H 

program 
productiv 
te  traininj 
nd    other 

> 

l-H 

CO 

3 

-o 

TO 

0 

TO 

H 

DD 

$3          TO    TO 

Z 

B 

CD 

43 

CD  4^  '5 

Sh     C     a-^ 

T3    g    0    G 

w 

> 

1 — | 

EH 

> 
O 

s 

TO 

+3 

0 

Z 

l—l 

s 

0 
u 

CM 

pendent   chil 
ful,    permani 
through  appr 
job    placeme 

ment 
s  but 
vision 
aking 

w  2 

T3 

43 

3 
O 

>i«  0  p 

O     CD     >h     b 

Ph 
O 

Z 
1 — 1 

CD 

s 
<< 

empli 
grant 
the  p 
home 

B.12 


^— ' 

c 

u 

n 

SI) 

i3 

a 

po 

a, 

cr-. 

o 

ft 

ft 

«H 

CD 
CO 


O 

o 
■<* 


s->  s 
0-i  cd 

'BO 

6 
Z 


£  S 

£  '-+3 

Cd  3 

<M  O 


O 

CO 


o 
a 

C 

u 


C 

<D 

<  o 

a  « 
a  g 

|5 
si 


cu 

£  Jd 


CD 
2  CM 


o 


u.as 
s  a  u 

is  "a  "^ 

i!  *-< 
OH 


+5  X 

»3Poo 

•w    OOCO 

ft  tg  tN 


Cl> 


03 


Q  ^  <N 


aim 

cO 

a>§£ 

Sqeq 

o 

o 


0 

cd 

CD 

D 

SH 

CJ 

<: 

'H 

a 

o 

CD 

>>  a 

cd 

CD 

s  ft 

d  ^ 

< 
P 

a  > 

P 

Sqs 

o 

O 

) 


o 
B 

00 


3 

a 

a 

a 

CD 
P 


00   3 

•5   d 

03     g 

*3     ft 

o  o 
ffi    cu 

G  s 

cu   cd 

B  a 

ap 

ftog 
CD 

Q 


P 
P 
P 


a 

cu 

p 


3 


§ 


fr-, 


&  a  •«  *  B  a  s 


Sen  ej  -t^    2 

^  a  5  a  g  a  -j3 

-<  ^     ■«     >     3  "  5i 

3  aj  -d  <  s  ,„  S 


CJ 
P 

CU  ,  i 

£ 

en    -t-3 

0)    -3 

oo 

O^  5 

O 

<2^c 

On 

><    ft4     Cd 

-; 
d 

=2  %  %  .a    „ 

en  _5    s-i    c! 

-°   ?P  C^    O    § 

i^gc    ^ 

o  o  ^'S'S'tj 

-  o  c^  °  c 

o.2    • 

■     cci  T3 

E;  c 

cu 

CO 

d  cj 


>,§ 


a 


cd 


+2  O 
en  °°     « 

d     .JJ 


d  o  m  .a  +* 

OS   (5   n 

-<    CO   * 

.a  §.p 


sh  "d 
o  S 

o  _^     • 
UO—i    rJ5 

0)0    0 

2^5^ 
>  o  a 

a>  o 

^ -8 
2^ 


-    cu 
d  jC 


I 

O 

1 

I 

1 


CD 
P 

a 

ca 

Sx 

oo 
o 


o 

PQ 

EH 

Z 

o 

J 

> 


H 

i — i 

S5 
P 


a-c^  oo^fli 

s  S  3  g  « 

.      c  o  £ 

1  §  d  2  -  t 

c  -  a  ^  ft  c 


;>,  cu  -d 


0)  .-d 
oo| 

o  S.S 


o.2 

-     CU   Qj 


Cu 


CO 


2  £  cu 


d^2  «  feb 

a  « .-« 

o  o 


^  cu 

en  -d 

d  5 
o 


-  o 

ft  Sh 

d  & 


s  cu  s  '-a  xj  -53 

-I-5   r«     d  CO              r-i 

73  d  o  „s  5 

.^   tH  ^     CU     CO 

co  -a  £  ■«  o  >  a 

$-4    CD 

8o<£  a  ^.S.3  ft3 


B.13 


a  u>     ,- 

CD  Jd  u 

*  --SI'S 


z 
o 

H 
O 


Ph 

o 

H 
> 

P 


d  a 

cu   o 
tn 

>  xs 

a  a 

en 

CU    cu 

3  ° 

CJ  T3 

d  cu 

c^    tn 
*s    cu 

-1-3     -(J 


CO 

P.tf 
PO 


d 

5-1     ^> 


o 

d 
o 

u 

a- 

'w 
u 
O 

0) 

'> 

CD 

f-. 

o 

;« 
CU 
Ti 

i-i 
O 


5h  "^ 

o  iJ 

a  3 
bo.d 


en    en 

+a     CD 

Sh     O 

ft 


5h 

ft: 


■s-g 


-   cu 


■Si 

cs   o 

CU    -d 
SH     00 


cd  -g  o 

00  CU  "^  en 
O  "^  T3  -O 
s-;  cu  O 
ft-3^  O 
d  5h  *£ 

s -g  .llg 

CO  r< 

d     CD    00 

O  _ 


;:", 


1  o  -a 

o  d 


s  8  'a  5  §  h  >  o 


4>    o 
60. 3 

3  .2 

ON     O 


£35 

00 


C50 
60- 


'X) 

co 


a 

co 


u 

cd  ,—, 

*■   c 
0-    3 

°    w 

6 

z 


o 
o 
o 


o 
p 

O 
o 


X 

co 
oo 


co 

CM 


o 

— 

c 
o 

u 


J3 

M.2 

O   J2 
.3  M 


-t 


o 

CM  JS 

<X>  IX! 

O  CQ 
QrH 

i~)  uo 

X  ^ 


o 

> 

s 

CJ 

CM 

43 

a 

o 

s 

U 

4^ 

CO 

o 

Qi> 

03 

'> 

c 
o 
u 

~<ro 
3  00 
O  U0 

'3 

i 

5 

CD 

y 

C 

CD 

bfiiO 

3   LO 

istr 

cd 

o 

o 

CQ 

«H 

IS 

«t-t 

>  CM 

C, 

o 

co 

QJ 
O 

CD  CQ    03 

a  >>43 

a-*-*  .22 

o  c  c 

J)  3  a 

>   fi  C 

o>  5  "O 
Q  S< 

o 

o 


CO 

o 
uo 

CQ      „ 
.3    C 

is  o 


CO 


3  uo 

IS  °? 

^  CM 


CD 


a 
o 

> 
cd 


CJ 


£ 
o 
3 
o 

.2  o 

co  =4-< 

CO 


3 
0) 

S 

.2  a 

«.2 
>  -3 

CD    o3 


o  <! 
u 


co 

(M 

O 
CM 

d 

rj     S-i     3 

S  oj  o 
S  S-6 

■e  s.s 

3     O   £ 
CD  cS 

Q      £ 


x 


« 

c 

co 

o 

CD 

oi 

etn 

g 

o 

>> 

a, 

<M 

+>  "3  2 

d 

o 
cu 
CQ 

3    >  -i-> 
a>   a;   ts 

o 

erce 
on,  D. 
5113 

S  9<o-S 

+3 

4J 

c 

CO 

cono 
evelc 
nomi 
dmir 

a 
c3 

omm 

lingt 
•377- 

55 

W  Q  o  < 

aCJ    2  <N 

CO 

CJ 

Q 

>  CM 

Q 

D 

•-I 
o 

S3 

a 


0.) 

< 

Q 

i-. 

< 

^ 

w 

£9 

K 

-: 

< 

2j 

> 

r^ 

O 

S 

w 

fei 

EH 

3 

< 

I 

CQ 

o 

c 

^ 

.2 

Q 

o 

^_ 

O 

D 

o 

E*J 

CJ 

E 

5 

O 

^ 

03 

og 

^; 

SO 

HO 

§ 

O 

Sec! 

o 

Q- 

£  Ph 

-u  -Q  .£ 
iG  <« 

o>    ^    Sh 

:-i 

03    co 
"43  ^3 

C    ° 
53  o 


o 

CJ 


CO      ^^ 


' 


-     O  e»H 
5  -° 

tac  co 

■1  o  I 

CJ  gj    C 

cu    co  5    O 

Co  T3  0  '43 

C  uc  03 

co  £  .2 

<D  _    K3 

g?  c  "3  .-a 
«3  o  %  > 


^  2 

CQ    03 

'S  S 

i^ 


Ph 

c 

> 

Q 

o 


O 

o 

k.  On 

o« 


c  a>  o 

=  s  = 
111 

-  3 

•ti  §  «3 
3^  ? 

3    CO"  2 

>1| 
8  °  2 

2  2  o 
£430 


>>'c 


OJ 

Stj 
S  « 


o 

2  c  >■ 

03    g 

O  T3 
o,   ° 

+J      CO 

.3  .3 
'£  43 
rv  03 

+0    3 


tJJD 
CTJ 

too 
3  -m 

co    CD    S3 


<4-H 

O  cd 

~U  CJ 

3  f- 

s  a 

43  g 

c3  o 

CD 

Q 


CD 
*-<    s-<    o 

a  a43 


CD 


U 


O 

o 
o 

O 

CQ 

°% 

So 

Dh  Q 


co    o3 

3.2 

g    03 
03 


O, 


T3 


CD 

T3    CD 


CD  CD 

co  o 

3  S3 

r-  C(3 

G  4J 

03  co 


s.s  a 


be  be 

3  .3 

ll 

cj  a 


CJ    cc3 


£3 


& 


jj      CO 

O    ^ 
CD    2 

co    CD 
CD 

T3    CD 

P 

a*  43 


2  G 

3     OJ 

0  a 

g  a 
-2  ^ 

03  CD 

3  T3 
QJD  CD 

•3  »< 
CD 

T3  co 

1  +J 

Q43 
w  .2 

o 

3  3 

2  S 

4-3   3 


™  '3 
n    3 

b£4S 

IO 


JT3 

■  ^ 

CJ 

3 

3 
CQ 

5 

03 

O 

0) 

4-> 

'0 

CO 

3 

T3 

cu 
bu 
n 

3 

.5 

CD 

4-1 

--C 

03 

0 

+3 

3 
to 

CQ 

(D    w  -P 

a  fi  c 

03    03    CD 

a^  o 

O     3    CD 
^    O    > 
3    CD 

s> 

33    O 

II. a 


a 


a.  a 


0  s 

Jh     O 

be  S3 

f3    CD  c*-< 
3        '3 

C  T3    co    co 

^'?  " 

O      ,  CD 

u  S-o'o1 

O    M    3    H 

+j  03  03  a 


CD 

Q 


CD 


3  +j 
O    03 


<-3 

O    w 

Oco 
03 

C3  o 
D-i  -^ 

°  S 
25   2 

<  5b 

H   T3 

CQ    3 

HH      d 

CQ  co 
CQ    CD 

<.2 
J  £ 
<J  S 
O    co 

1— I     CD 

^  -s 
in  •" 

o  e 

W    3 


=4-1  xs 
o  c 

03 
be 

3  j2 
3    § 

o3S 

"E.3 

T3 

«-s 

CD      „ 

a  2 

&§ 
^43  p 

CD    03 

£.2 


CD    >,T3  .A 
CJ    +J     j-j   !(_, 

3  ^    o3  43 

-2  IS         3 
to  ^3  w    CD 

■3  3  c3 

co     CD    CD 
^gcj 
bfi        cd  -3 
3    co    bD-^ 

3    cd    3  ^3 
3  >  a  3 

£  3  a  « 


°1 


3    CD 


•  „  3 

_co    oj    co    O 


CJ  "3 

CD    O  r„ 

ftZ  3 

co  CD 

y    •  03 


a  g? 
a  ° 

O  +3 

3  y3 
o  o 

0  3 
CD  o. 


a  o  aa 

^    co  3 

41  -  2 

O    CD  co    O 

bJD-O  CD 

CJ    3  '.2 

o  .3  co  T3 

-2  CD   "g 


'2*1 


cfl    3 


a> 


co 


a 


"3  o 


_  CT3    ?J 

3  §         Sfa 

§  |>>2 

3  Ol3    a 

O  CD     o  <1 

4j  >    CD  Q 

CJ  T3    co  w 


B.14 


I/I 

■*>  s 

0)    o 

oo.  a 

T3 


3 

OS 
r- 

Os 


'i- 

a 
o 

i- 

a 
< 


u 

CD   ^-. 

°  ^ 

d 

Z 


« 
+-» 

s 
o 
U 


C 
0 

'So 

cd   ~ 

PS   <u 
"   o 

G    <H 

cd  <+H 

ISO 


c 

§  °se 
.G  °° 

■61 -a 
■3  s  § 

5   O  '43 

^O  5 
a       a> 

•  fl  s 

Sh     O     O 

O    (Deo 

£Phco 


in 

CO 
CN 
O 
(M 

d 


Z  coo 

H    Ot- 
3  "Sdoo 

^° 


<U    to 
CD  -£    CD 

>     CO    ■,-< 

.G  HJ  H-1 

a +3  > 

O  +j    G 

on  3 
°  fi-S 

>H    o    S 

°  'S  2 

Sh    G    00 
O    CD  —, 

HJ  HH>  ^3 

9,  x  5 

.a  m  ~* 


o   > 

cd 


X    w 


CD 

-(J    a 

.a  o 

T5   O 

M  O 
°     CD 

Sh     S   ^ 

o  3  ° 
o 

o 


°    cU 

o 


o 

CM 
O 
CM 

d 


o 


S3  £ 

CD 

fa 


Qco 

,00 

a  S 'Sat 

o  o,<;  to  csj 
o  CD  *  0 
Ph  Q       ^  cm 


CD 


cd 

c 
o 

•a 

CD 
Ph 


o  S 

*  2 

o  o 

3s  ca 
.a  w 

Q 


o 

co 

(N 

o 

CM 

g 

d 

o 

CO 
G 

e  k  n 

o«   O 

TJ 

a  s-s. 

O 

1  S.S 

3  0£ 

O 

O 

ftU  « 

CD            CO 

Q      £ 

1 


CD 

C 
CD 
00 


13 

G 
O 
•5b 

CD 

33 


.a  .a 
■S  a 

i5  fi 

co    o 

ao 
a 


O    CD 

g3 

G    O 

S  Si 

a< 

CD 

Q 


-u    O 
G    ^ 

c3  o 

CD 

Q 


3 


1 
I 

s 

I 


2 

1 
8 


CD 

Q 
£ 

Cd 
It 
00 
O 


Oh 
O 

> 

Q 

<! 

O 
i — i 

o 
w 

Ph 

3 
a 
< 

< 
Pi 

Ph 

< 


CD 

-a 
'> 
-3 


.a  ^ 

to    CO 

g  a 
o  a 

T3  "-J3  <J 
CD    CO 

a  a.G 

.G    M  •*-> 
O  «_ 

*?  o   ° 

aau 
c  +* 
o  ^  M 

c  °  m 

a 

H   _,   cd   G 

Zgas 
w  agco 

SO    OH 


■^  g  -S  -^ 


CD 


5-1     G 

a  co 


o.S 
43  "S 


:  .a  «.  i 

0  O  H  be 

&  a  a  a 

a  i>      -^ 

+j  X3 

5S^  a 

-   „  cd  r 

G    an  G    G 

2  c  a  ° 

S§oc 

g  -H     CD     CD 
O     CD  c3 

, i    ^  'G    to 

1  I    S    ^§ 

MMHg 


& 


CD    G 

a. 2 

S* 

>    to 

0    G 

*  a  s 


°T3 

G  i 
G    co 
O 
<&  Si 

•S  S3  a 

^    Ol-P 

G    to    cd 
CD    CD 

O 


'g 

G 
co 


s    to    g 
c3    at  ^ 

a  5b  § 


Ph 

o 

> 
Q 


to  c 

'to  5 

to  O 

cd  CD 

00 


to 


o  T3 

CD    CD 
i— »  CD 

2    G 


be 


^^^.a| 


G  T3 
O    G 

G 
5    CD 


a-S 


c  c- 

^to^ 

—i     to     to 

a-G 

G  +J 


CU 

o 

'c 

_G 


H 
O 

P^ 

o 

co 

W^H 

PhS 

Sh    P^ 


::  13  h  -S 

OS  ,„ 

O0TS  42    CD 

J   G   "  -G 


°    Si    CD  +3 


SO 
ZP4 
DPh 

Sh 
S2 
ow 
uS 


CD  13 
+h     CD 


°    G 
O    CD 


O 


»h    CD 


00  O    5J    r 

a  a  §3 


o  a  o 
o 

q-i 


O        -J  C 

Jl     to     CO  0 

5b  >>  G  G 

CD    o 


O    . 

*H     >H      _    ■--; 

a  o  a  " 

CD    O 
CD 

> 


CO 


CD 


.tSlfafl 


CD    G 

G    G 


11  a  g 

H     >     CD    00 


G    G 
e3    G 


^ js  a  s'S^  a<  as 


B.15 


^H      fH      <-> 

=M     H     CD 


a^ 


-  G 


CD 

o 


CD 

-IH. 

cU 


CD 


CO 

EH 
< 

Ph 

o 

W 
6i  i 

co  -^g  co 

CO  "§  T3 

CO    a  G 

<  o  rt  . 
*<"  to  c  h 

O   G  •  ^ 
iG    co  +3    O 

g  febS^ 

^T1        'G    to 
O    9    &    G 

ho  o  a 


-  oo  o  •- 
O  Ji  c  « 
WJ  *  ;G       +3 

73  .5  =s^ 


G  T3 
co    c 
co 


a       a? 

»   hh>    CD 

,Sfl3 
G  G  hh> 
G    &  to 

S    O 


c3    CD 


3-d 


a^  g 

o 

G  to 

O  -   CD 

O  -G 

CD  CD 

c3 

O    CD 

HH)      tO 


to 

to    C 

&  a 

to    CO 

>>feb 

cd    o 
G    Sh 

c3  a 


a 

CD   o 

so. is 

-,■  i  *- 

3.5 

M  a 

■ .  c 

2  a 


o 

CO 


o: 


3 
0 

1 

o 

CO 


o  O 


o 


o 
o 

',0 


>> 

-J 

CO 

3 

3 

CU 

s 

r. 

s 

c:< 

0 

u 

,3 

c- 

'x: 

■o 

CO 

H 

E 

o 
o 

CM 


O 

U 


T5 

O 
O 
fa 


C3 

t_l      CO 

fab  <u 
o 


&P-2 


CO 


•j-j  Ph 
O    3    3 

u_rZ  S 


CO 

o 

3 
CM 


o 


zd 


o 


°    3 
X!    O 

rH    G 

O  xl 

CM  ^ 


<J5  ^ 
CO  "3 

CM    O 

co  'Sb 

co  cd 

CN  P3 

o  u 

CM    O 


OS 

CO    H]H 
CD    i-H 

s  s  a 
-2  S'g 

u  OS 

.§ucc 


•c 

en 

4- 
CJ 

££ 

13  o 

<D    O 

XPi 


CD  CO 
3  O 
3  CM 


cd  ^ 


m  P5 


CM     * 

CO     (H 

cm  <; 

^£ 

CN  X 
O  m 
CSS    O 


73 


s 


2£ 

X  cu 

<   u 
o  o 


o  cu 

J3  CO 

5  3 

£  2 

CD  '.J3 

"  CO 


S3    CD 
O    u 

cu  a> 

■00^ 
CD 


u 

2 

2 

£ 

z 

"3 

33 

+j 

3 

CO 

g 

O 

c-i 

c 

o 

cu 

-;- 

Ph 

<* 

co 

<M 
O 
(N 

d 

3  ^ 
O  iO 

"hcoi 

3  ^ 

s  ^ 


u 

.-- 

cu 

■j:i 


CU 

"S  o 


3    o 
Q 


O 

^  2 

CD  +3 
CO    KS 

'3  2 

2' 
|-o 

o 


G 

o 

to     •■- 
CD    15 


<b 


£.2o.2 


X 


o 

C^   3 

Q  ^ 


3. H 

15    ^ 

5  CO 


CD 


?2-rt^ 


CD    ^> 


US   ^ 
CD    O 


CU 


CU 

Q 


4 


a 


u 

55 

Q 

S 

£ 

>-j 

eg 

•- • 

- 

w 

1 

o 
u 
a, 

o 


CO    c 

c^.2 

^<    cfl 


O  G 

H  CD 

•J  2 

<3  > 

w  a 

E  Oh 


s  I 

o  S 


-G  +3 

dG  CD 

CD  o 

^G  CD 

CD  to 

§  s 

Oh  r„ 


3  a 


O  73 


.15  o 

O     CD 


V, 

g 

P5 

p 

Q 
< 

Q 
O 
0 
fa 

§° 

Op5 

CJ    C1h 


CD    O 

CD 
co  --< 
co  ^2 
O    CS 

CO      ^ 


O 

O  73 
O 

o 


Cu 


«4H 


^    co    to 


XI 

Oh 

a 

cu 


cu 


s  >> 


* 


a 


G 

°  3 

Oh    CJ 


s 

0 
u 

Oh 


a 

CD     S 


c3  -P 
CD  G 
XI  =< 
QD  &D  to 

G    3 
X3 


13  3 
3  -rt 
cT  CD 

"E 


> 

x 

HI 
EH 

,-i 
< 
H   cd 

X  S 

>H      O 

C— l    >-* 

§s 

S     CD 
CD 


o  iS 
°.8 


u 


si 

.  cj  -3 

21;  £ 

Oh  cd    ra 

o  "  a 

0)    g 


Oh 


73  73 
O  CO  XI    §    § 


I 

I 

CO 

I 


CD 

Q 


80 
O 


CO 
Eh 

< 

0 

!Z5 

C 
i— i 

H 
< 
> 
P5 

W  « 
co  2 
W  < 
P5P5 
Cm  o 
O 
Op5 

CO    7 
i-ri  Z 

HH    I — I 


1=  Q-: 

15  o 

CO  i — i 

+^>  CD 

co  > 

CD 

O  T3 

2  .2 

as  +3 


■     3 

C     CJ 

c3  ^ 

3  ^ 
■3  O 
X  t-i 
^    «« 

«.2 


CD    Jh 
73    CD 

O  TS 


a  ° 

Oh    ^h 

CD 
O    to 

3    cd 

.2  03 
+i 

ca  — 
>  c3 

^  3 
cd  g 

CO      CJ 

CD  +3 

C    CD 
c3  -3 


Ri 


3 

3 

'-P 

u 

T) 

CD 

CU 

4- ' 

p 

o 

CO 

Sh 
O 

Oh   CD 
CO    ,g 

S    CJ 

to    w 
G 

CO    -fH 


Oh 


3  -P 
3    « 

3  a 


to  3 

iS  o 

cj  O 

■s  >> 
o 


OJ 


B.16 


<D    O 

on.- 


a 


"C 
o 

a 
a 


G 

.2 

a 

rH 


CD 
CO 


CO 


u 

^ 

■'— , 

r/i 

CJ 

*ri 

(H 

ri 

y, 

M 

O 

5 

o 

S 

s 


00 


c 

re 

c 

o 

» 


.-: 
o 

•  ■-> 


CM 

13 


c3 

G 
o 


£  o  g 

m    2    ^  i 
CD  •—     <y>  ' 


4 


rri 


O  CD     O) 

.a  'C  bfl  -M 

CD  OJ 

H  3-i 


bfij^ 
33  a) 

3    O) 

pq  a 

a  m 

.2  O 
m  ,— . 
£2 

cd  ^ 
Cm  -* 


CO 

<M 
O 
<N 

d 

G  <M 
O  r- 

bfiCO 
G  ^ 

■JS6? 


rH      G 

o  -a 

<    Cd 

^  P3 

o  _ 

r^  ^ 
J>  rH 
O       CD 

«S  "O 

«rH       0) 


o 
o 

2     • 

«G  CD 
°    OH 

m  "&'«£> 
G    53  <M 

-  2  '£  ^ 

Q<H    eg  c<J 
^  CM 


& 


o 
8  "2 


.2  £ 

+J    0) 
^  CO 

£  G 

cd  g 

en    V 


G 


cd  P3 

X 


b£ 

-3  ^ 

PQ.J 
flco 

.2  0 

s  -=* 

Cm  <tf 


CO 

-f 

<n 

o 

d 

Q 


oceo 
S3  ^ 

jo  CM 


- 


o 

53 

00 


0 
5 


a-s 


S3 

O 

o  15 


+3   £3 

an 

CD 

Q 


■2  £  I 

+J    CD    O 

£  -  0J 

£3  +3  ^ 

O    c«  =h 

oS° 
§d^  a, 

«S   Pi     CD 

•C  o8td 

CD 


1 

2 

I 

1 

I 

5o 


Q 
S 

M 

s-. 

on 
o 

0M 


O 


53 

O 

h— i 

H 
< 
> 

CO 

W 
C4 
Cm 


O  3  o 
*+j  t+-1  iO 
°3    _ 

^  a 

CD 
co 


OS 


a  o 


Cm 


bId  S3  s  a 

*m  3 

a=a 

'-£'3 


CD  t|-1 
>    O 

+J     CD   -I- 

c  2<^ 


CD  J2 
CD 


O    CD 


a 


15  cd  a  .a 


•-2    cj 


■s 


CD    2 
O    w 

CO 


£3    >> 

O  -^ 


hH    C 


§  ^3 
s3    w 


CD 

o   £ 
0   o   M 
o1-^    S3 

8.3  o 


KJ<!0  S3  *  ax  -43 


s  .a 

ft  SB 

5  o 


o 


> 

o 

Cm- 
Cm 


^2  £'^3 


O; 


'■P  •"?    £3  J3    « 


g   o 

1   U 
CJ  T3 

O 

CO 


u 
3  o 

cS  +» 

5b  ^ 


4J 

S3 

O  T3 

co  "G 
"  "> 
O 


CO 


a  a« 


s3  -e 


OX) 

.So 


<C3 

go 

S  cc5 

<  Cm 


J3  .S   co 

o  % 

+3  -G 

C  ^ 
'rt  oo 

CD     G 

o  •   ' 


on 

S 

c  .a 


CD    CO 


G 
cS    O 

CO    -1-3 

H 
>    cd 

<i    Sm 


Oco 

So    .a 

S3  o3  g  o 
c       .—  -^ 

.2P  O   cC    53 


CO 

is 

a 

CO 

G 

CO 

0 

G 

!+j 

CD 

a 

5 

1 

ox) 

> 

5-1 

O 

0 

be 

o 

z 

Q 

i — i 
D 
CQ 


< 
O 
i — i 


o 


6    ^^    G 
+?    O    CD    O 

°3go 

^  a-9  * 


T3    cd 


i— i  ^j 

rc  co 


£  @ 


-    G 

Oh    O 


cd 

CD 

a. a 


g 


>>  S 

CD  X! 

S'g 

4-> 
"    CO 

CO    .rH 
CD    J=| 


a 

CD 

-o 


r.^H        CD     ■— j 

1    "1    Ti     ™ 


Sm 


CD 
G 

G   Ch  cd 

<U      Cd       rH 

-q  ti-G 


«tM 


on: 


B.17 


05 

DC 

T3 

cs 
O 


— 

-.2 

o 

,2 

> 

'" 

CU 

a 

CO 

0 

«(H 

t. 

<4H 

Gu 

C'j 

a. 
< 

4-> 

03 

3} 

O 

•  — < 

> 

co 

cd 
CO 


O 

CO 
CM 


'.J 

0) 

_ 

Gfl 

o 

•-, 

a. 

■B 

2 

— 

3 

z 

c 
.9  °3 


u 

2. 
s 
o 
U 


o  o> 

.-<      CO 

O  CD 
CL>    Sh 

jg  a 

<  s 

o  .22 
cu  X 
o 


.2  u 

S  CO 

c  ^ 
o.2 
^  -s 

CO 

0)  o> 
be  si 
cd    o 

+j     CD 

a> 

X 


bo 

Is 

c  CO 

.2  0 

0)  <tf 


CO 
CM 

o 

CM 

d 


Q  ^ 
c  ■* 

O  iO 
"&  CO 

a  ^ 

^  CM 


°8  c 

&"! 
o  S 
o  K 

i  8 

-G  CU 
°    i* 

H  On 

<  O 

•*-<  'Sh 

O  O 

S.s 

id   B 


°3 

I  8 

f  £ 

CD  CO 

C    G 

o.2 

CD  CD 
bo  Si 
cd    O 

B 


16 

cco 

20 

CD  •"* 

cu  «# 


CO 
CM 

o 

CM 

d 

Q  th 
~-* 

c  ^ 
o  m 

be  CO 
G  ^ 
S  °? 
23  <^ 

!S  CM 


=8 


e 

0) 

o 

CD 
co 

CD 

CO 

g 

id 

c 

Cf— 1 

O 

U 

0 

0 

d 

"cd 

a> 

CD 

c 

o 

cd 

SH 

CD 

'5b 'S  pi 

CD    CD 
PhB 


bfi 

II 

PQ  -d 
c  OT 
.2  O 
c  © 

CD  ^ 
CU  •>* 


CO 

o 

CM 

d 


Q  ^ 
o  up 

"5b  CO 

c  •* 

s^ 

>  CM 


cd 

Si 

p 

< 

2 

a 

Qj 

Si 

s 

0 

g 

si 
O 

4-i 

> 

o 

=1 
O 


>. 
u 

e 

0) 

Olj 


I 

I 

P0 


cu 
Q 


O/l 

0 


c.2 
.2  £^ 

4J     CD     0 

g  co  _d 

S^  o  c 

C  +3  |-1 
O    CS  <w 

o  2  ° 

03  Pi    CD 

•d^B 

CD 


w 

w 

I — I 

o 

< 

u 

i — i 

Ph 


-2  j^ 
•2.5P-0 

'"    <D    fl 


'0 

CD 


3Q 
2g 


.2  o  -^ 
C  'd  'd 

J3    SO 
u    N    C 

C    <D      ^ 

a  sh  fl 

ill 

'So 

en  CD 

>  -u    - 
O    «    P 


°  2 
a 


l-si 

S  B 1.2 
.2  33 


>    to 
CD 


S73 
O    CD 


T3 


kohcS  sji 


"°  s  s 

T3    CD 

fi  s> . 

■p  a  c  « 

T3    2    3    flJ 
a!  -p  U    Q, 


CD 

=  -2_ 
2  £^ 
t3  a*  2 

g  co  'd 

O    G 


CD 

to 

a 

o 
CJ 


CO   «M 

CD    O 
Si 

<u  2  -^ 
bc^  a 

cd  Ch    CD 

'd  oaB 

CD 


o 

5 
o 

H 
CO 


C  T3 

5    G 

X3    cC 
Si 

Si     ^ 

D 


fa 

o 

Pi 

H 

CO 

3 

w 

Ph 

< 

Z  CO 

O  w 

P 

!?  cu 


§ 

5b 

c 
o 

o.§>S 

°      2 
•S  w  a, 

O  .« 

r/l      O      Si 

15  8  £ 

C  -Q  X 
bbx 
"55   bD 


CD 


c>>  'SI  cc 


Q  c 


0) 

G 

y 

O 

'> 

Si 

'd 

a^ 

ed 

M 

'CU 

'7'J 

c 
0 

c 

'-3 

O 

aj 

O 

'CD 
Si 

0) 
bE 
C3 

O 
CD 

cr; 

+3 

'd 

»a 

CD 

K 

< 

H 

i — i 

J 

i— i 

'35 

< 

B 

w 

pc3 

P4 

O 

fa 

CO 

w 

> 

1 — 1 

H 

J? 

w 

o 

55 

i— ( 

Q: 

3 

0 

CO 


H  H 


Q 

D 

B 

5)H 

o 

4-2 

G 

cu 

s 

41 

!3 

a 

CD 

Q 

<! 

CD 

a 

-i 

6   i> 

i — i 

o 

J 

cu 

'OJD 

G^ 

3 

G 

0    - 

<: 

co 

•i;  G 
+3  cd 

B 

0) 

,2  X5 

Si 

« 

J3 

"G    G 

Ph 

+^ 

1q 

a 

cd 

a 

2     CD 
•5  -G 

Si 

CO 

X 

hn  G 

G 
_0 

a 

"S 
u 

CO 

312   HOU 
GRAM 

unds   to   e 

y     housinj 
strengthe 
ogram. 

1 

1 

Q 

5b 
o 

Si 

Ch 

SECTION 
TION  PRO 

Provides   f 

multi-famil 
gram    and 
steading  pr 

B.18 


03 

so.— 
T3    ■ 


ON 


a. 
o 

u 

S. 

a 


2      r=i 


o 

CN 


C  T3 

O 

CD 

N 

-  — 

Th 

u 

g 

o 

3 
cti 

V> 

lO 

■DO 

CO 


LO 

00 


o 

3 

•^>     C/5 

£ 

a-  a 

a 

o  O 

o 
o 

0} 

0) 

d 

05 

-I-1 

00 

"o 

CM 


CO 
05 


LO 


u 

S 

E 
O 


C3 

<P 
"  S  3 

ills 

Sqq< 

o 

o 


T5 
O 

o 

_G 


si    y 

0     U2 

MQ 
'53    en 


CJ    CD 


:o 


P 


o 

CNi 

b 

Qo 
-■* 

C  05 
O  C- 
-i3  i 
00  LO 

S    LO 

x^ 

"3  CM 


ea 


c 


"3      . 

'to      2  ** 

I  I  o" 

£  &5  G 

•2  2§£ 


<N 


G 
O 

uu.i  - 

i-i  CQ 

CD  CO 

Z       2 


M-Spg 


CO 

co 
o 
o 

£CM 

JQ    LO 

_  C  C5 
£  OH 
HJ  JJ  ■ 
05    bo-* 

h  cm 

"  CO 


23  c^ 

>° 


o  .2 

r;    CD 

cd 

z 


T3 

o 
o 
si 

in 

O 

G  .G 
0)    b0 

g  "53 

o.Z 

■2 -a 
>  5 

CD   o 


& 
o 
u 

G 

CD 

a 


CO 

co 
o 

O 
CI 

O 

Q 


CD 

> 
G  ^ 

'53  o 

Ph  CM 


00 
G  CO 
O  CO 

bOC~ 

G  C- 

S  °? 
23  c<i 

^  CM 


^ 


CJ 

s 

00 

< 


Q 

D 


Q 


Q 
ID 

::a 
<4h 
o 

G 

CU 

a 

Oh 
03 

Q 


o 
o 

Si 


G  ^ 

.  '53  oj 
o   -   ° 


o  +»  -°  ^ 

OJ    R    >>-^ 

2;  "S  T3  g 

0>    <1)    0> 

1  g  s  a 

O    <U    O    <£ 

'^^-> 

TO 


T3 
O 

2  a 
|S 

•a  a 
SI 

•J3   cu 


Gfc 
^  23 

n  g 

cu  cu 


<s5 

1 
o 


0) 

Q 

£ 

o 


+j    O 

_j    — 
0) 


<i3  a 

Mh    CU    O    en 
O    ^  .Si 


O    2 


r/2 


O   > 

tn 

Z   a; 

;    en 
CQ   C 

g  s 


-G  +j 

en 

+j 
G 

a 

G 

> 
o 
&c 
^   C 

°  -^ 
o  o 


a 

o 

-G 

O 
+^ 

en 

a 

G 
en 


Q 
Z 

w 
X 

CQ 


G 
« 

T3 

O 

o 

Si 

o 

xi 

op 

'3 
c 


OD 

_G 

'en    « 

G  -+4 
o  ° 

.2  2 

<H      Oh 

w    G 

eo   +J 
Ctf 

SI 


Q       8 
O  H  G 

X  w  -2 
^^   1 

COO    « 

Hrl    1— I     CD 

s>  > 


.2  3 

I'g 

S  ° 

TO    _£< 

°  J2 

>>,G 

J  '3 

G    G 

O    G 

>    ce3 


GO 
W 

o 

> 

w 

CQ 

o 

Z 

i— i 

CQ 

D 
O 
X 

Q 
O 
O 
X 
Pt3 
O 
CQ 
ffi 
O 


G 


T3 
CD 

-I 
en 
CD 

T3 


en 
CD 
> 

3^ 

CD  t-rt 
Sh  ffi 

OD'2' 


si  ti  o 

a'S^ 

G  t,., 

s.    O 

O    „ 


en    jj 


o  a 

aw 

o 

a^ 

>>  o 

■a  si 

a>  2 


CD 
> 

O 


"G  o 


S-)    CD  T3 

t«       M       fi 

G     .  G 


< 
Ph 

O 

o 

Z  Cu 


CS 

6b 

O  t3 

a.  ° 
»  o 

tn  X 
jG  O 
H  X5 


5  -^ 

CD     CD 


2 

'o 
G 

a 

S 


z 
o 

1— I 

> 

CQ 

Ph 
Ph 

Q 

O 

o 

X 
zi 
O 
« 

O 
w 
z 


O)    en 

.2  oc 

TO    -—J 

4^'G 
en  J5 


G    fl    « 


G  13 

as 


«R  G 

en    is 
en    CD 


T3  ^2 
G  O 
cej    o 


>» 

1 


CD  ^ 

CJ    *^ 

a  g 

$f    Oh 


fl 


OB 

G-S 
H  o  > 

z'-g  2 

gag 

Cm     «'" 
^  +J    en 

W  ,° 

>  %Si 
W    CD    O 

QPh  3 


QJ 


cd 


%  n 


Si  6 
o 

OCX 

.a  s 

CD  -G 
fi    OC 

g's 

.a  g 


en  C 

G  CD  . 

O  >  en 

•_jh  CD  CD 

to1  — .  '-^ 

Sh  ^    sh 

H      fl      J) 

'S  ^  a 

.'3    G 

■3§l 


B.19 


1=' 

z 

CD 
00 

o 

G 

C 

T" 

■M 

'^"] 

3 

'. 

rs 

ffl 

s 

G\ 

c 

lO 

t-- 

0*\ 

s. 

CO 

.--- 

™ 

£,- 

< 


a. 
CO 

c  a 

o  -a 

_G  x 

rG   O 
S    Q, 

St 


CD 

C 
3 


u 

0) 

,J_ 

so 

o 

« 

C 

0-i 

M 

C*H 

- 

g 

d 

Z 

oq 


c 

o 

o 
c 


Ci    CO 


:- 

-^ 

c 
o 


T3 

o 
o 

o 

si 

co  _OD 

P2 


-o 
c 

o 

O  0m 
-0    G    G 

•all 


o  . 

o 

■4-a 

a 


•o 

~ 
o 

£d 


cu 


CO 


CO 


<&  <N 


Qh 

-CO 

G  co 
O  CO 

"6)l> 
G  t> 

8M 


CO 


rH    !§    CM 


> 
U 

>?      CO 

°    G 
G    O 

.a  >»  y  oo 

43    G    G      , 

O     O     O   Q 

G  °  ^  D 
Q  B 


o 


..  -co 
G  oo 
O  t> 

UnO 

G  iO 
.G^T 
3  cm 

tS  o 


CO 


a 
c 
o 
'So 

CD 

< 
CO 
O 


u 

O 
00 

•f 


o       .5  a> 

^    G        ^ 
13   a>  cu  cd 


o  .5 

E  £ 

S-i   +J 

'+3    cd 

O    co 

' '    > 

£ 

Q 
B 
B 

o 

+^ 
G 

CD 


a 

cu 

Q 


CO 

CD 

£  2 
cd  in 

CO    CO 

9  -a 


V 


I 


eg 

Q 

£ 

— 
00 

o 


O 
> 

0-5 
CO 

w 

I-: 

q 
o 
o 

B 

CQ  O 
B  W 

°n 


°  5 

-G 

-s  .a 

G 


co 


.5    « 
G 


00  73 

1^ 

D 

M 

--/: 

TS 

3 

d) 

o 

;-, 

B 

U 

XS  -G 


co 


jr    ccj    >J    cj 


^ 


'to    G 

G  5 

CO    CU 


T3    cO 
O    cj 

o  o 

O     CD 
bO^G 

2 


-  aS 


=H-I 

CD    u 

-S  2 

t— (  -G 


CD 

3-| 

en    > 


a 


G    i 
ro    00 

C  "S 
.5    G 

CD 

G 
co  -a 

4^> 

G    g 

en    C 
CD    CD 

£32 

CD  ^ 
j-i    G 

O 

40    ° 

G    cd 

CD     Sh 


>>  o 


en  ^5  C   « 


0 

.5  o 


5  +i 

c0    tn 


T3 
0 
O 


cO  O 
O  «t-i 
O  •« 


a  ^  cd  jD 


+->    o 


2 

O 

CO 

s 

H 

B 
H 
< 

Q 
iz; 

W  O 

W    PL, 


G 

a  s 

CD    CD    CD 
0,^  T3 

O    tt    CD 

o  9  fa 

°     ^     V, 

s  1 

o  2 

en 

ising 
ETA 
othe 

<*H     CD 
O     N 

"°s 

'C 

cn~  uT  O 

CD 

T3  -d  ,H 

Al  -i3 

rt      Sj'H 

15    G 

O   'C     !h 

o  -g 

CD       - 

£    CO    O 

en    CO  -iS 

3g- 

'o 

0   w  __ 

JC  T3  ^ 

CD    G 

"oJ  c3  . . 

-G    cd 
4J    00 

< 

Strfi     IS 

5    U    ID 
Jh     CD 

J3 

00  - 

^  s 
5.2 

verty 
ly  pu 
train 

cd 

2  >  -° 

D, -+3    .2, 

O 

a 

I 


B.20 


) 


*-• 

s 

<v 

o 

bO 

3 

2 

CO 

"S 

On 

0 

a 

< 

cd 

X! 

+s 

tH 

O 

eS 

m 

O) 

co 

> 

6 

£> 

.-i 

co 

o 

CD  ^ 
•rr>  en 

O  +-> 

d 
Z 


G 


G 

O 
o 

00 


c 
o 
U 


a 

o 

co 

CN 

m  Si) 

°o          . 

G  o 

Th              Q 

im  >  y 

«>  m  Q  w 

gft 

K   « 

G      -     -<35 

G      •    c  00 

p  g 

s-T  G 

-^>    G 
O    O 

Roo 

th  St 
ngto 
55-6 

P  lO  ^  o 

go 

Q 

E  TH  &  CM 

CO 


O) 

5-1 

o 

o 

0} 

03 

a 

+-> 

o 

G 
ea 

+3 

c 
o 

to 

u 

w 


G 
CD 

E 
a 
o 

G    > 

£Q 
J9-S.S 

cu   G   G 

>  o  ,5 

2?    G  ^ 

Q  o< 
o 
fa 


CO 
CO 
(N 
O 
CM 

d 

g  S  eS 

5j  <d  o  m 

g    £  ■&!> 

■k  g  G  E: 

8o2°? 

Q         ^  (M 


c 
a> 


Q 
D 

X 

ew 
O 

c 
<d 


s 

ft 
0 


q-l 

O 

■s 

CD 

g 


cd 
o 

CD 

s 
£ 

.  o 
Q 


1 


b 

l/S 
<L> 

Q 

E 

CO 
u. 
00 

o 


p° 


•S  g 

^  2 

O  -G 


CO  o 

O  us 

1—1 

s « 

M  co 
02  "^ 
p3    CD 

s 


5'C'S  & 


CD 


CD 

u 


i  tab  eg  2 

Sf.S    G- 

I  3  rt 

G   I 

G  43 


5    G    0 
S>«1o 


P 

(XI 

55 
O 
O 

o 

55 

i— i 

03 

P 

O 

X 


5  c 

s^ 

CD 
en 
-G  G 
b£  3 
G  O 
O  o 
H 

CD 

">    £ 


+3  -rf  i-r" 
C 
CD 
U 

Q 
P 

P 


G5    3 

3  o 


G  3  °  e  2     • 

+3    <+H    +J      CO  H) 

G   G   w  'rt 
C    «    CD    cd    r 

--  --1  O  G  -^  -e  c 

Sr   -tJ  .G    CD  to    CD 

„G3    J  U    CD 

-H  -G    S      .fa 

>>  K  ■  n 


ail 

cdQ 


CD 


-  G   fi 

■alig-al'IS 

3     I  Is  is o 

o  g  o       g  33  u 
a  §  o.-c  «  «-g 


G^^ 


si  -2  " 

3   o   i! 

ti_i     w     o 


ft  53 


gt3     -c: 

O    G  £>  > 
>>  co 


O    G  • 
J2    CD 


co 


<    g 


^  en 
>>  G 
T3   O 
-G    cd  U3 

Q  G  rs  n 


+i  m  u  .a  o 


o 

en 
CD 

Q 

E 

co 
s- 
00 
O 


13 
o 
o 

^^ 

<  G 
Oh  C/3 
CM  42 


03    Qt 
Pt3  9 


o 

CD 

^ 

73 

o 

en 

PQ 

CO 

P 

^ 

Ph 

<J 

S    0)  3^a    g    G    G 
■_£   co  co   3   a  sh 

H  .        O 

O    G  43  V,   « 
■~    G   °  fa 

4J    —       CD 

CD    S 


G 
CO 


CD 
co    O 


O    0 


0   ^   5.  ' 

^5S  _ 

O    ft  c^i    ft 
G         f3    3 
en    g    8-s 

a  *§§£<" 

C  ^  ft  en    O 

Ba«  ^  c|  CO 

2?     CO  CD  b>  B 

>    g  CD  g  O  CO 

bO" 


CO  CD  ^  G 
CD  ^  O  CO 

co  H^  fee. 


too 

_fl 

CJ 

3 

£ 

en 

C 

O 

0 

M 

c 

!a 

3 

cr 

0 

CO 

en 
CD 

T3 

'+3 

§ 

'0 

T3 

CO 

OX) 

1 — ' 

c 

too 

'-I3 

C 

cO 

ft 

> 

O 

_o 

G 

CD 

CD 

> 

Sh 

CD 

J-i 

"O 

O 

B.21 


CU 

so 

C 

.2 

c 
0 

-3 

3 

.2 

a 

CO 

"jh 

£ 

O 

0 

0 

0 

u 

0 

ON 

G. 

co 

—. 

O. 

0 

3 

— , 

O  T3 

;3 

a> 

N 

s 

'£ 

0 

0 

-G 

1— ( 

03 

CO 

C«H 


g 
o 

r— . 

C3 

£ 

05 

CO 


i 


0 

c 

CU    ,— s 

re 

'o'-S 

Si 

a-  3 

O 

0  O 

0 
10 

.  s — ' 

cm' 

0 

£ 

o 

CO 


&  en 

■a  .a 
3  2 


0  c 

O  -43 
»   y 

00    re 


c 

o  <u 
■"  .2 
la  > 

£  cu 
cu  co 

en 


ncc 

"00 

Off: 
eC 
eati 

DC   !-, 

g  s  0 

*- 

u 

ca 

O    0)  " 

3 

'5bK  og 

O 

m 

J 

tf 

co 

^ 

01 

0 

01 

be 

5 

6 

-3 

^c 

2 

~o 

'3 

G  CO 

pq 

fci 

s 
0 

en 

CO 

be  co 

O 

g  ■* 

2°? 

g 

O 

CU 

-f1 

Oh  ^ 

08 

3 
0 

re 

£ 


S  co 


CB    CU    CU 

2-8  « 

Sb-C  pej 

<u  cu 
CdE 


be 
ceo 

.2o 

cu  ^ 

Oh  ^ 


co 

o 
d 

Q  ^ 

-^ 

s  ^ 

o  up 

"&><T0 

g  ^ 
^o 


=8 


£° 
3.2 

en    > 
CD  •« 

*-•  Q 

On 

"3    CU 

3  .3 

■a  s 

-C   cu 

y  CO 
CD 

H 


.2  S 

S  CO 

1/5         -H 

c  s 

o  .2 

re 

CD     CD 

be  sh 
re  o 

-U     CD 

■3  cd 

CD 


bo 
i* 

G  M 
•  2  0 

a  o 

CD  ■* 
Oh  ^* 


co 
-+ 
03 
o 

CM 


Qh 
-o 

G  <N 
O  I>- 

"Sdoo 
3  <tf 

2°? 

>° 


•  rt     CD 

"Stj.8 

cD<    £ 
cu   o,  ^ 

>H~ 

o 


CO 


S  «... 

r9-fl3§ 
CN 


o  o  StJo 
5      ,9      <n 


o 
O 


CO 

o 

10 
o 
01 

d 

Qo 

O   CO 

c  m 
2^ 

>° 

>  CM 


CJ 

S 
o 

< 


CU 

.2  £ 

+3     CD 

?  CO 


-J 

c 

o 

o 

CU 

be 


re  «« 
CD    o 


-,    ^     Oh 

ca  p4  cu 

CD 

X 


CD 

c.2 
.2  £ 

+3     CD 

5  co 


CD    ° 

bo  a; 
re^ 

o3 


re  '•-i 
CD   o 


CD 

X 


ex 

CD 

Q 


.2  £ 

CD 
CO 


re 


CD 

C/3 

G 
O 

O 


re  «w 

CD   o 


rep4 

CD 
X 


a. 

CD 

Q 


en 

CD 

^  2 

CD    '+3 

co  ca 

is 

l< 

o 


i 


1 

a 
8 

ft! 


CD 

Q 

G 
re 
— 
BQ 
0 


O 

< 

> 

H 
CO 

55 
O 

U 

W 


Q 
Q 


a 


<u  re  4s 

m  ^  co 

c   C  n 


cd  re  -tf 


CD 
> 
CD 

T3 


65    G 


G    >>£ 

•h    0J71 


cj  re 


G 
CD 

2  8 
?  a, 

en    O 

ca  cd 
> 

en    CD 

re 


3  „0)    en    O 


bo  ca 

P    en 

T3  ,CL>  ^ 

5-~  > 

re  ^3    O 


S  'O 


O"^   cd  -2         o 

G    en 


.2-3 


G    3 
§    O 


^     ^ 


3  a  s 


bD' 
13  -n    v>  • — - 

SSI'S 

,-      e   9    G 

fc  S  as 


re 

sh  ca 

o  y 

CD  o 


y: 
o 

H 
<J 
W 
C4 
O 
H 
C4 

o 


0) 


G 

o 


O 
Ph 
Ph 

^-< 

> 

^8 


ca 

en 

re  o 

ca  ca 
&^ 
o 

T3 
CD  -rt 

-^  is 

o  G 

re  S 

G  J 

CD 
CD 

cu  « 

«=    G 
<D 

<  a 


G     CD 

O  -£3 
O   to 

T3  -O 
G 

"rt    G 
bC,rt  rt 
G    m  r~ ! 


-a 

CD 
-t3 

Ph 

CD 
O 

o 
re 

CD 


.3  -*-» 

x  3 

CD  '3 


re  c 
rS  o 


-Q  re 
re  <d 

cu  2 


o 
o 

Ph    O 


G 
O 

+3 

re 

'a, 

a 

<  C35 
I> 

en  C75 
cB  ^H 
CD 

3  o 

S  «s 

^^ 


§2 

Oh  H 

si 


w 


CO 


i   c  0 

3    C  >H 
en    cD 

>  T3 

m    O  G 

CB  _.  en 

en    cd  g 


CO  Oh 
^J< 

Oh  " 

C4Ph< 

^°^ 
co  fe  O 


CD    O 

^  CD 
CD 

C 


CD 


en  ** 
Sh 

CD  O 

«H  +» 

en 

G  en 

ca  h 

Eh  a 


Sh 
O 

=4-1 

-O  w 

cd  OJ 

en  S 

3  2 

CD  H 

a 

O  G 

^  o 

If  '43 

G  re 

CD  CD 

S  3 


I 

o 

CO 


cu 

a 

S 

re 
■— 
00 

0 


o 

G 
&    C 

o  a 
2 -a 


CD  en  cd 

(-;  CD  en 

■^  O  cd 

-  c  > 

o  2 

Sh  _  G 

-3  g  3 

+J  O  Sh 


"S    «  -2 
CU  <2 

S     ^^ 

O    H-»      ^ 

Sh  'G 

a  c 


HH    -^      O 

^  5  - 

<^ 

en 
>H     C 

H  .2 

D  o 

«    en 

o  g 

Oco 


3§ 
S-43 

T3    O 

J3*h£ 
CD    O 
Sh  -|J 

_,    3 
en    G    o 

S.2.G 

CD  -(->  be 
'G  w  3 
£1    Sh    n 

o  ^8 

Sh  Qh  ch 
G,   O    +3 


Sh   hO     m- 

5  0.2, 

BJ3+3    O 

nif  a 
G  b 
re  cd 

-^    Sh 

cu  co  ca 

>        o 

(O'O       H 

3  re  ^ 

cu  CU  -G 
-G  E  * 
a3       2 

a  *"  ^ 

s-i  en  a 
O    >h    cd 

u  j8    bD 

r-    C    G 

S  g^j 

O    ^    cu 

w  £  +° 

l-G0 

oH 
a  °  2 

OhJ3  +3 


B.22 


>>  M 


) 


H-> 

c 

G 

OJ 

o 

O 

00 

3 

.2 

3 
S 

23 

"C 
a 

OS 

o 

LO 

a 
a 
-*- 

d 
i— i 

*— H 

£/3- 

"a 

G 

o 

CO 

g 

o 

CD 

_ 

be 

CO 

3 

G 

O 

S 

^3 

cd 

C 

o" 

i> 

a 

hi 

oe- 

a 

o 

G    O 
G*   n 

_  ^  o, 

O    G 

o  3  ^ 
°  eM  S 
w  >»« 
2  «'* 


0J 

u 

> 

S3 
co 

-I-' 
CO 


o 

CD 

, . 

w 

O 

■w 

;-. 

c 

a* 

rt 

<*- 
o 

i-i 

o 

6 

z 

u 

G 
O 

O 


cd 

Oh 
Sh 

cd 


a; 
cj 

CD 

CO 


CO 

o 
m 
o 

^CN 

2d 


g.-s 

G 

G 


<H 


o 

~ph 

o 


H-J 
CO 

<C  o 
cm 


Q  to 
..as 

C  rH 

o  up 

"&XM 

G  co 
>° 

>  CM 


-4-3     CC3 

G  °i  -, 
3  °  G 
G  Oh    5 

i  « I 

r  es 

u-c  g 

O  .A   G 

O    G 
G<3    & 

«4H  03 

O      J 


CO 


.5  2 


(N 


CD  O 

a 

03    _S 

G 


rH     ^ 

'm    G 
en  i— i  jh 

<q  co  2 

CO  ;* 
CO  > 


CO 

Sh 

OJ 

-^    G 
3    G  X! 

O  ID    sh 
O  cc 

"    +"    (V* 

CU^On 

G  T3  13 
.2    G    G 

Q  -2  o 
. -B'Sn 

2  Oh  Pi 


CD  r-- 

3  8 


c- 

o 

CN 
C- 

^° 
Oh  ■<* 

O  ° 

G  cm 


y  o  o 

Oh  Oh  lO 


co 

G 
O 

.2 
'a; 

Oh 


o 
.So 

"SCSI 

'Sri 


G  O 
O  "* 


G 

CD    <D 

«  g  "Scab 

>f    CM 

8  13^ 

C/D    O  en  (M 

^  [S  ° 

P  ^  CM 


OJ 

CJ 

£ 

G 
O 

CD 

+J 

cc 

C3 
S-l 

>>-y 

H-> 

G 

G 

c!P 

G 

3  '5 

so 

o 

< 

O 

CO 

s 

0 

8  c" 

8.2 

'G     N 
CJ     S-l 
.-h     CD 

Q 

CD  +3 

Z 

< 

G    cj3 
G    a) 

'S 

T3    ^ 

CO 

G    cd 

s 

hi 

o 

a  g 

H 

OT3    O 

hH 

a 

O  -G 

1 

c 
o 

+H 

P 

Oh 

>> 
u 

CD 
CD 

ng,  fo 
al  and 
ion. 

^ 

=< 

o 

CM 

o 

Oh 

:luding  housi 
al  advice,  fui 
i  transportat 

CO 

S 

CD 

Q 

G 

c3 
i- 

oo 

o 

Oh 

Sea 

2> 

CD 
-C 
■+J 

CO 

CD 

03 

© 

s-» 

H  H 

co 

0- 

CO  CO  CO 

■s  s.a 

CD    CD  ^ 
5h     G     0 

o  c3    . 

G    .22      Oh 

W    co    CD 

CO    p. 


O 

<  g 

^  s 

O  5 

O  -22 

Oh    co 
Oh    ra 

hH     G 


2 

< 

M 


>   >i 


Q  3 

o 

CD 
CD    co 


Sj 


"    G 


O    CS 
Sh     O 

O,  G 
2    <D 

CD    CD 

H-> 

cd   G 

XI     CD 

+»  73 


G    S 

0.2 


CD 


CJ    OD 


o  2 


•43  a 

1-     CD 

O 

CO 

CD 

co 

CO 

T3    co 
O    CD 

CD 
O 

CD 
O 

O  XI 

<D 

CO 

Sh 

CD 

CO 

CD 

ob  0 

$-1 

0 

> 
'-12 

0° 
G  ^ 

0 

0 

CO 

CD 

CD 

«.H+) 

o 

CD 

'o 


G    G 
G    cd 

rG     > 

O    G 
>  •-> 

"    G 


a  co 


a 


=4-1 

o 


a 

CD 

Q 


Q 

< 
co 

Oh 

o 

EH 

2P(H 

<  m 

s> 

2  co 


«   3  o 


a 


O  -G 
+s  -G 

CD    C 

a.. 
a' 


>, 

o 

G 
CD 
M 
c3 

co    O 


co  73 

Oh    CD 


20X3 

>  CD  co  ^ 
Sh  G  0  CD 
CD     S     I 


g^ 


a  O 


< 


83   _cu 

CO 

o  ^ 

00    g 
CD     § 


a  cd 

Oh    jh    _, 

o  .G 

r»H      Oh 

XS  Gh 
G  <D 
S  X! 


■id    °9    2 

ill 

G    * 

G    cd 

SS°  Oh 

.5t3   o 

Oh    CD     CD 
%      Oh    Oh 

X  ^ 

> 

CD 

G  'O 


CD 


co    <D 

CD    > 

.2 '5b 

£  o 
CD  si 

™% 

T3 

G    £ 
CCJ    CD 

G  hj 
O    O 

"■§8 

G    ^ 

•a  o 

CD    ^ 
|1 


03 


£  c 

o  o 

G  ^3 

-HH         C3 


Zx>£ 


CD  O 
H  <4— 1 
CCS     rj 

o  .G 


CD 
O 

"43 
co 

G 
<-a 

=*H 

o 

G 
CD 

a 

Dh 

CD 
P 


al 

O    "J 

O    co 

O     Oh^ 

G 


W 


> 


Oh.  2 


CD 

£  ^  .jS'ti 

CO 


CO 


CD 


x  .2 
"  o 

CS 


CD     CC 

o   G 

2  ir 

Oh^ 

1,3    G 

CD 
CD 
O 


5  ^<'^ 


03 


oS 
o  o 

CJ     Sh 

^  c 


f-H  ■» 
P 

H    03  . 

Cd    0  o  -G 

G  H    M 

>h  S  Sb-g 

P    °  G^ 


co'  .2,  s- 

CD  CD 

S  J2  +3 
G  5 


03 
Sh 
O 

H-H 

CD    H^ 

Sd'S 
5  o   G 

™    O  !5 
-  ° 

a  _  ^ 
230 

'+>    «4H      O 


a  o 

CJ     CO 

O    V 


B.23 


u 

3 

Sfl 

T3 

s 

£3 

03 

0\ 

o 

a 

o 
o 
q 

o 

CO 


00 

6©^ 


w 


0'4S 

Ph    CO 

oO 
6 


i2 
u 

8  2 

C    G 

&   O 
CO  CM 


O 
O 
LC3 


a 

0 

,-H 

CO 

> 

+3 

£ 

■1 

1.-1 

a 

Q 

cd 

G 

^B 

3S 

•  ■■"J 

G  'H   <M 

T3 

CU    O  oo 

IS 

K! 

3 

evelopm 

artment 

Box  11 

o 

0) 

B 

— 

o 

03 

-t-> 

0 
y 

G 
0) 

0 

y 
u 

G 

'-'-! 

2 

« 

Q  &o 

0 

■■+-: 

'■:-' 

U 

o 

o 

Q  a 

to 

o 
o 

d 

Po 

-a} 

G  l> 

O  t> 

G  ifl 

^° 


- 

H 

in 

=>3                 o3 

O 

<n 

o 

y       £ 

*y  c3       .0) 

<N 

<:    w 

°   o         bt>        o 
y   £         S         ? 

u 

t    « 

Offic 
ag,  Re 
tion 
Buildi 

3741 
pende 

P  m 

..lO 

c  t> 

.a      Q 

O  CD 

806  Conn( 

NW 
Washingto 

Director, 
Planni: 
Evalua 

HEW  N. 
Room 

330  Inde 

CO 

"&CNJ 
G  t> 

>  CM 

HE 

So 
>< 

u 

s 

0."'! 


B 

0 
♦J 

c 

cu 

e 

a 
cu 

p 


cu 

0! 

o 

J 

C    G 

£  c 

3J  o 

cu   0 

y  '-£ 

,y  "•+3 

00    cd 

O0    cd 

-3  ^ 

a  g 

cd    G 

£  =s 

S    => 

.2  ° 

o   O 

+5  fc 

+J    fL| 

cd 

cd 

^ 

g 

G    CU  B 


B 

o 

y 

u 


G    «M 

a,  o 
o    • 


«  P 
O 


a 
P 


O 

H 


pa 

I 

t>a 
O 


Q 

c 

la 

o 


is 

O  T3 


3 

Co 
,.  o 

1-5 

C     CO 

.2  i 

s  a 

y 

CO 

m  cu 
T3  .SJ 


O  .s  G 

■^   cu  O 

—  ■&  — . 

to    >  to 

.S      ^  CO 

-G  5-i 

'G    co  cu 

1-1  S  CD 
T3  -  -G 


CU    o 

.5  y 
a^s 

CU    -j 

^3  a 


CS 

y  .  -  <u 


P 


o  is 

Sh     co 

a 

o3 

+j   y 

O 

co    to 

BBS 


rrf    to   -u 
O    >-i 

o  g  o 
a  &.  to 

g 

cu   cu   cu 


O  .G    cu 


O 


cu    CO 

2  8 

2  a 

So 


54-1 

o 

1-1 

a 

G 

o 
c 

S 

cd 
> 


CO 

D 

°n 
fa  2 

B 

..  co 
co^3 

W  O 

w 
oa 

Go 

co  O 


o 

I—! 

Cx3 
P 
Pm 


w 


U3 


H  co 
cd  W 


go 

CO  > 


1 

S 

I 


y 

P 


oo 
o 


cd 

JG 


cu  — 

co  O 

G  — ' 

O  „  . 


2 
O 

w 
p 


O 


H 

<  Oh 

Ho 


y  ^ 
.a  c 


G 

ctj 

3  - 


O  -o 
^    G 

a  a 

CO     >) 

cu  +-> 

>.^3 


c 
o 

y 

o 


°    O 
c3  '-+3 


^J  .    o 


O    G 
O 

££ 


Cu      Oco<,+3ac43 


g 


y 

P 


00 

o 


o 

EH 


O 
> 

CO 


cd  tIH 

O  co 

o  a 

+j  cu 


-.1 

3  ai3  ^ 
S  y  "G  r-o 

3  £3  ^S  T3 

o3  y 

s-i   y 


o 


CD 

J-, 

T3 

co  t3 

PS.  T3 

S    >    C 

<l  a  +3 


y 

a  >> 

G    >    C 

.Soy 


-G  £  a 


a- 


K. 


> 

G 

>>  y 

0)    G 

>  a 


B.24 


CO 
■w    3 

<u  o 

00-- 

3.2 

«  a 
o\  o 
r-  ••" 


CO 


§ 

;3 

33 

a 

o 

CN 

€/3- 


0) 
O 

•> 

CD 

•a 

<^ 

co 


u 

a)  ^ 
■3"  co 

H     3 

Oh    co 

o  O 

0 

Z 


00 
CD 


« 
C 

o 

o 


a 

<  a 
>-  j 

o 

o 

a' 


> 

O 

o 

CD 

3 
3 

o 


m 

c-j 
m 

do 

3  CO 
O  t> 

a  m 


CD 


O 

£  oo 


fi  ft  »  55  "i  (A  Q 

^  o      ^o 

<  00        !>  <N 


2  § 

O  o 
> 


o 
o 

CD 

.3 

Q 


Co  ^ 

o 


CD 

> 

o 
u 

CD 

g 

G 
O 


<N 

in 

o  3< 
<M  5 

d£ 
do 

3  co 
O  t> 

3  m 


0  3 

^00  o 


g  O  ^  ^  cn  y  ^ 

o      *~z  o 


5  a 

So 

id 


<q  00       t>  CM 


00 


c 
o 


3  CM 
3  "* 


O 
<M 

d 

do 
.-* 

3  05 
O  l> 

"So  in 
3  m 

g   <ScN 


03 


O  Cc5  ffi  ^  <N 


0 

X 

o 


y 

3 
00 

< 


55 
O 

U 


55 

O 

1— 1 

H 
U 
< 


3 
cd 

S 

g 

a 
cd 

Q 


s 


3 
#© 

a 
c 

o 
SB 
Q 


C3 
00 

o 


u 

3 


cd 


i    fi    C    »i"C    >>  c/T  co 

53  .»  o  <d  3  rS  w  ® 

Q>  33   ®  3  t-T  O   S  ° 

s,4"^  S  8  2  I 

S  fc  c-a-g  a;  ft  o 
ij.  <u  o  3  c  _.  o 


O 
O 

P-i 

Z    o    n 


c^ 


05    en 


co  «  S  a  .2  «2  a,  ra 

ni   tac  a-—  +j         Co    tn 
-  J3    CD  ;3   O 


erf 
cc  > 

S  £  §  J  2  M  £  J3  'y 


o 

erf 

0^ 

05 

H 

55 
D 

O 
> 

o3 

O 

1— 1 

55 

W 
CO 

Q 
w 

W  05 
03O 


S-i 

tl) 

CD 
-1-3 

3 

3 

"o 

> 

u 

o 

's 

CD 
co 

S-l 

O 

to 

CD 


3   3   ^ 
*   o   ° 


T5 
3 
o3 


CCJ   J 

3 
O 


O 

O, 
3 

O    . 
3  —' 
«   of 


'h  .3 


SI 


3     »H 

3    CD 
3   > 

i  °  - 

.a      g 

CO     CO     O 


O 
-3 

be 
3 

co 
H 

3 
5 

«T 

-a 

a,  co 

-   j-i 


CD  co 
be  ctf 
Co  -Q 


3    « 
3  T3 


03 
O 

H 
< 

O 
03 


Q 
55 

< 


O    J3  ^ 
5-1     CD     S-! 

&."3   O 


3 
3    g    a; 


CO 

§^3 

s  £ 


3 


o 
u 

M 

O 


CD 
>.  3 
03    3 

^  3 

3 

o  o 


a  s 

co    O 


o 


CD 


+=  2 

0  a 


CO 

CD 
O 

■r-H 
-1-3 

o 

03 
in 

a 


3  p  bc_g  s  -a 
3  D  3  5  -n  « 


co    CD 


a  ^..3 


a-S  3  a 


a^io 


CD 


CC 


03^ 

5O 

P   H  CD     Oh 

CO   O  'O   'S     00 

55  55  '>  |  I 

O  fe  Qh   Oo'hj 


3 

-     co    P    Sh' 


■3     CO 
3    &D   CD 


CD 
03 

o 


B.25 


*  U.   S.  GOVERNMENT    PRINTING   OFFICE  :  1979   O  -  288-463 


w 


1 


' 


<~ 


• 


■# 


$ 


PENN  STATE  UNIVERSITY  LIBRARIES 


ADDDD7D1 


M1AS2 


( 


- 


